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Chapter 1 


COMPONENT A: MAYOR'S FOREWORD 

a. Vision 

Focusing on the identified needs, development issues, priorities and predetermined objectives 
that are aligned to the National Development Plan, the common aspirations and local identity 
of all concerned parties which gives a form of a picture of the "preferred future", a statement 
that describes how the future will look like if the municipality achieves its ultimate aims and is 
reflected in the following shared vision statement that drives us towards a compelling future, 
preferably 2030, that is to the benefit of all our citizenry within the Setsoto Local Municipality: 

"A unified, viabie and progressive municipaiity" 

b. Key Policy Development 

In preparing for the strategy formulation process that was going to be implemented during the 
financial year under review, it was important to ensure that the general guidelines related to 
crosscutting dimensions were adequately considered when designing strategies and projects 
planned. To facilitate these requirements, a set of localised strategy guidelines was formulated 
regarding the following priorities: 

• Spatial Development Framework 

• Poverty Alleviation 

• Gender Equity 

• Environmental Sustainability 

• Local Economic Development 

• Organisational Development and Transformation 

• Good Governance and Public Participation 

• Financial Viability and Management 

• Infrastructure and Service Delivery 

In aligning these localised strategy guidelines to the National Development Plan, Free State 
Growth and Development Strategies, Thabo Mofutsanyana District Municipality's IDP 
Framework and Local Government Turnaround Strategy, the following issues were then 
reprioritised into the following five key performance areas: 

1. Infrastructure and Service Delivery 

2. Local Economic Development 

3. Organisational Development and Transformation 

4. Financial Viability and Management 

5. Good Governance and Public Participation 
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The above-mentioned key performance areas were used throughout the process to guide the 
strategy formulation, project identification and integration to ensure smooth alignment at the 
end. 

Resource Framework and Financial Strategies 

Before the formulation of specific development strategies, a SWOT analysis is done on the 
organisational readiness to embark on such a mission. An investigation is done as to the 
amount of financial, human, institutional and natural resources which can be made available 
in implementing activities in order to achieve the predetermined objectives. A Risk 
Assessment is done on those issues that could hamper the municipality to achieve those 
predetermined objectives. 

Since the implementation of the strategies will put tremendous pressure on the human and 
financial resources of the municipality, it is important to identify creative and innovative 
solutions for the coping with the human and financial resources constraints. The following 
strategies were then developed in order to meet the forthcoming challenges 

c. Service Delivery Improvements 

In line with what we have set ourselves to achieve during the period under review, and in 
what is contain in our Action Plan to address the queries raised by the Auditor General in his 
Audit Report 2012/2013, aligning our action to that of the Municipal Turnaround Strategy, the 
municipality has improved a lot with regard to providing sustainable services to our 
communities. 

We have put mechanisms in place to enhance internal control measures so as to ensure 
accountability, transparency and responsiveness to the community issues. The municipality 
has established the following functional committees: 

• Municipal Public accounts Committee 

• Audit and Performance Audit Committee 

• Risk Management Committee 

• ICT Steering Committee 

• IDP Steering Committee 

• Municipal Manager's IDP Coordinating TaskTeam 

• Assets and Liability Committees 

• Training Committee 

These committees and all other measures that are in place have increased the municipality's 
ability to provide services to our communities. 

d. Public Participation 

During the year under review, apart from the normal council meetings, the normal councillor 
ward meetings with the ward committees; and the annual IDP/Budget processes meetings, the 
municipality introduced a Community Based Planning where all the stakeholders within a ward 
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took part in a week long Community Based Planning session to develop a Ward Plan for each 
of the 18 Wards within the municipality. Ward Committees forms an integral part of our 
municipality and all Ward Committees have been established and remain intact and ensure 
that public representatives have direct contact with communities. 

Through the collaboration with the Free State COGTA twenty-two Community Based 
Practitioners were deployed within Setsoto Local Municipality to assist the Offices of the 
Speaker and that of the Municipal Manager with the facilitation of the sessions. The Ward 
Plans developed during this phase will be brought forward to assist with the first four phases 
of the IDP 2015/2016. 

e. Future Actions 

The municipality is doing all it can to put up infrastructure development within the municipal 
area. The following areas will be addressed in future: 

• Roads and Storm Water Infrastructure 

• Sanitation Infrastructure to addressed the current backlog and future needs 

• Electricity network infrastructure 

• Water Infrastructure particularly in the area of bulk storage. 

In an effort to enhance accurate billing and reliable financial management monitoring and 
reporting, the municipality has installed an integrated financial management system that 
became operation from the 01 July 2014, and it is believed that this system will assist the 
municipality to produce report timeously and accurately. 

To enhance revenue collection, the Revenue Enhancement Strategy has been developed and 
approved, the municipality is in the process of acquiring the service of a reputable service 
provider to implement the strategy, we have budgeted R 3 000 000.00 to this effect. 

We have approved a reviewed organogram that addresses the changing legislation and 
meeting the current demand, and most of the critical positions have been filled and it is 
envisaged that a complete filled and funded structure will be in place by June 2017. 

f. Agreements/Partnerships 

The municipality is proud to mention that it could not have achieved all this objective if it was 
not with the generous partnerships from the following: 

• COGTA Free State 

• PricewaterhouseCoopers 

• IMESA 

• National Treasury 

• Provincial Treasury 

• Free State Premiers Office 

• Office of the Auditor General 

• All the Service Providers 
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g. Conclusion 


Throughout this report, each department and its divisions have elaborated and highlighted a 
number of important and successful projects completed throughout 2013/2014. We have 
managed to accomplish all of this work while at the same time maintaining sound fiscal 
responsibility. 

The municipality will continue to work closely with our communities and will lobby hard to 
reinforce the need for support from the National and Provincial level of government, as well as 
the Thabo Mofutsanyana District Municipality. 

I remain committed to working together with my Executive Committee, the whole Council and 
the Municipal Administration in realising our vision and making it a practical reality. We are 
positive that Setsoto Local Municipality's future is indeed a place where we would like our 
people's experience of local government to be a pleasant one. 


CLLR JAKOBO T B 

MAYOR 
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COMPONENT B: 


EXECUTIVE SUMMARY 


1.1 MUNICIPAL MANAGER'S OVERVIEW 

The municipality has undergone a lot of transformation during the period under review, 
with the national and provincial general election held during this phase of the review 
period. The municipality started the year faced with a lot of challenges regarding service 
delivery to the communities, but due to stringent fiscal and personnel management, most 
of these challenges were addressed. 

When we started the financial year, we were faced with the qualified audit opinion with 
matters of emphasis that needed to be prioritised so as to not be repeated in this 
financial year. We put measures in place to curb the increase in unauthorised, irregular, 
wasteful and fruitless expenditure. 

At the start of the financial year, we embarked on the process of the review of the 
organisational structure so as to align it with the current challenges and the legislative 
environment. This process took us nine months to complete and council approved a new 
structure for the next three years on the 07 February 2014. 

In addressing the procurement services challenges and informed by the new structure, we 
employed competent people in the supply chain management unit, our legal department 
was also capacitated by the employment of Contract Management Officer. 

The municipality also employed Assets Management Manager, Accountant Assets and an 
Assets Clerk in order to fast-track the inefficiencies identified by the Auditor General 
during the previous audit. This unit is being assisted by PwC and IMESA to update the 
Assets Register to be GRAP compliant. It is envisaged that these two service providers 
would have transferred adequate skills and expertise to our existing staff members to 
continue with the work long after they have left our institution. 

In compliance with various pieces of legislation, the municipality has established different 
committees to deal with those issues that were matters of emphasis in our audit report. 
The following are committees established: 

• Audit and Performance Audit Committee 

• Risk Management Committee 

• IDP Steering Committee 

• ICT Steering Committee 

• Municipal Public Accounts Committee 

• Assets and Liability Committee 

It is also worth mentioning that all other council committees are functional and meet as 
legislation requires. The deliberation of these committees are submitted to the Executive 
Committee as recommendations and the Executive Committee resolves on those issues 
they have delegated authority to do so, and submit those of council's delegated authority 
to council as recommendations and those resolved upon for notification. 
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Towards the end of the financial year the municipality held a two and half days' strategic 
planning sessions where the municipality developed the Quick Wins for implementation 
in the new financial year and the year after that so as to enhance service delivery to our 
communities before the local elections are held in 2016. 

These Quick Wins have been incorporated into the municipality's Service Delivery and 
Budget Implementation Plan 2014/2015, the Municipal Turnaround Strategy 2014/2015 
Template and would also be included in the Integrated Development Plan 2015/2016. In 
collaboration with the Thabo Mofutsanyana District Municipality, Free State Provincial 
Government and National Government, additional funding will be sought in order to 
achieve those Quick Wins where funding is lacking. 

Finally, the municipality is on track to achieving all those objectives it has set itself for the 
period 2011/2017 and were are confident that with the kind of leadership, both political 
and administrative, we have, and the corporation we are receiving from the district, 
provincial, national authorities and our communities, who are, even in these dire financial 
constraints, are paying for the municipal services, together we will continue to deliver a 
good story to our people. 

This report seeks to portray that our municipality is indeed a place where we would like 
our people's experience of local government to be a pleasant one. 


RAMAKARANE STR 

MUNICIPAL MANAGER 

T 1.1.1 
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1.2 MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 


INTRODUCTION TO BACKGROUND DATA- MUNICIPAL FUNCTIONS 

The Setsoto Local Municipality was established in terms of Section 14 of the Local 
Government: Municipal Structures Act, Act No 117 of 1998) and was pu blished in 
Provincial Gazette No 184 dated 28 September 2000. The Local Municipality is a category B 
Municipality with a collective executive system combined with a ward participatory system 
as contemplated in Section 3(b) of the Determination of Types of Municipality Act, 2000 (Act 
No 1 of 2000). 

The powers and functions assigned to the municipality are stipulated in sections 156 and 
229 of the Constitution and Sections 83 and 84 of the Local Government: Municipal 
Structures Act, 1998, as amended. More specifically, the powers and functions of the 
Municipality relating to Section 84 of the said Act were promulgated in Provincial Notice 
No 126 dated 30 June 2005 and are as follows: 

Section 84 (1) (e) So I i d wa ste 
Section 84 (1) (f) Roads 
Section 84 (1) (j) Firefighting services 
Section 84 (1) (I) Cemeteries 

Section 84 (1) (n) relating to any of the above functions 

The administrative structure comprises of four administrative units with a Municipal 
Manager as head of the administration situated in the head centre in Ficksburg. The 
organizational structure and levels of administration and existing human resources are 
indicated in the organisational development and transformation plan discussed later i n 
the document. 
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Population Details 



Place 

Population 

Area (Km^) 

Racial Make Up 

Numbers 

Percentage 


Ficksburg 

5 400 

50.35 

Black African 

37 372 

90.6% 

Boitumelo 

1 532 

0.51 

Coloured 

784 

1.9% 

Ha Molo 

311 

0.13 

Indian/Asian 

660 

1.6% 

Itumeleng Zone 3 

630 

0.11 

Whites 

2 310 

5.6% 

Katlehong 

3 197 

0.71 

Other 

122 

0.3% 

Khaphamadi 

646 

0.2 

Total 

41 248 

100% 

Marallaneng 

727 

0.09 

Percentage of Total Population 

36.63% 

Masaleng 

2 184 

0.6 

Male 

20 890 

Meqheleng Zone 1 

590 

0.9 

Female 

24 434 

Meqheleng Zone 2 

1 633 

0.26 



Meqheleng Zone 3 

1 210 

0.3 


Meqheleng Zone 4 

975 

0.21 

Meqheleng Zone 5 

1 745 

0.26 

Meqheleng Zone 6 

2 822 

0.49 

Meqheleng Zone 7 

5 223 

0.68 

Meqheleng Zone 8 

10 529 

1.93 

Vukazenzele 

1 894 

0.46 






Total 

41 248 

58.19 










Place 

Population 

Area (Km^) 

Racial Make Up 

Numbers 

Percentage 


Senekal 

3 466 

32.88 

Black African 

23 751 

93% 

Matwabeng Extension 4 

9 883 

1.63 

Coloured 

158 

0.6% 

Matwabeng Extension 5 

2 450 

0.87 

Indian/Asian 

83 

0.3% 

Matwabeng Extension 6 

413 

0.1 

Whites 

1497 

5.9% 

Matwabeng SP 

992 

0.07 

Other 

54 

0.2% 

Matwabeng Zone 1 

1254 

0.38 

Total 

25 543 

100% 

Matwabeng Zone 2 

6 037 

1.08 

Percentage of Total Population 

22.68% 

Matwabeng Zone 3 

1048 

0.08 

Male 

11908 

Total 

25 543 

37 

Female 

13 643 





Place 

Popuiation 

Area (Km^) 

Racial Make Up 

Numbers 

Percentage 


Clocolan 

1349 

15.76 

Black African 

16 839 

96.3% 

Diamong 

934 

12 

Coloured 

61 

0.3% 

Dipotomaneng 

1616 

0.28 

Indian/Asian 

56 

0.3% 

Hlohlolwane Extension 6 

6 707 

1.05 

Whites 

19 

0.1% 

Mandela Park 

1650 

0.5 

Other 

627 

3% 

Matikareng 

962 

0.19 

Total 

17 602 

100.00 

Mokodumela 

994 

0.16 

Percentage of Total Population 

15.63% 

Ntsharebone 

732 

0.29 

Male 

8 049 

Sunflower Park 

2 024 

0.35 

Female 

9 553 

Thethe 

634 

0.27 


Total 

7 602 

30.85 
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Place 

Population 

Area (Km^) 

Racial Make Up 

Numbers 

Percentage 

Marquard 

1033 

7.3 

Black African 

14 813 

95.3% 

Moemaneng Extension 1 

940 

0.17 

Coloured 

56 

0.7% 

Moemaneng Extension 2 

1038 

0.22 

Indian/Asian 

84 

0.5% 

Moemaneng Extension 3 

1848 

0.37 

Whites 

499 

3.2% 

Moemaneng Extension 4 

2 187 

0.35 

Other 

50 

0.3% 

Moemaneng Extension 7 

1239 

0.11 

Total 

15 502 

100% 

Moemaneng Extension 8 

838 

0.14 

Percentage of Total Population 

13.76 

Moemaneng SP 

4 409 

0.83 

Male 

7 254 

Motampelong 

1 191 

0.25 

Female 

8 248 

Riverside 

779 

0.15 




Total 

15 502 

9.89 





T 1.2.2 


Households 

Area 

No of Erven/Farms 

Size (Km^) 

% of Area 

Ficksburg 

Meqheleng 

Caledon Park 

Ward 

Number 


10 

1219 

12 

1487 

13 

2 145 

14 

1791 

15 

2 554 

16 

2 396 

17 

512 

18 

1517 

Ficksburg 

13 621 

73.18 

1.23% 

Clocolan 

Hlohlolwane 

8 

2 289 


9 

1822 

11 

2 108 

Clocolan 

6 219 

21.39 

0.36% 

Marquard 

Moemaneng 

1 

1781 


2 

2 679 

Marquard 

4 460 

19.73 

0.33% 

Senekal 

Matwabeng 

3 

1649 


4 

1566 

5 

722 

6 

3 102 

7 

2 348 

Senekal 

9 387 

37.07 

0.62 

Sub-total 

18 

33 687 

151.37 

2.54 

Rural 

2 913 

5 796.98 

97.46 

Total 

36 600 

5 948.35 

100.00 
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Socio Economic Status 

Gross Geographic Product Sector 

Contribution per Sector 

Agriculture 

179 082 

Mining 

111 

Manufacturing 

44 450 

Electricity/Water 

7 929 

Construction 

2 769 

Trade 

117 394 

Transport 

22 848 

Finance 

118 939 

Community 

6 574 

General Government 

98 870 

Other Producers 

15 276 

Total 

614 242 


1 

Employment Levels per Sector 











Sector 


Persons Employed 



The formal sector 





14 435 

Informal sector 





2 

? 885 

Private Household 






3 997 


Do not know 




603 


Not applicable 





90 679 


Total 





112 599 


Status of Employment 

Number of Persons Employed 

Percentage 


Employable Population | 

Employed 


21 493 

31% of the employable population 


69 889 

Unemployed 


11 918 

17% of the employable population 


69 889 

Discouraged 


5 367 

8% of the employable population 


69 889 

Not Economically active 

31 111 

44% of the employable population 

69 889 

Not Applicable 

42 710 

38% of the total population 

112 599 

Total 

112 599 

62% employable population 

69 889 
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Overview of Neighbourhoods with In Setsoto Local Municipality 

Ficksburg 

Boitumelo 

Ha Molo 

Itumeleng Zone 3 

Katlehong 

Khaphamadi 

Marallaneng 

Masaleng 

Meqheleng Zone 1 

Meqheleng Zone 2 

Meqheleng Zone 3 

Meqheleng Zone 4 

Meqheleng Zone 5 

Meqheleng Zone 6 

Meqheleng Zone 7 

Meqheleng Zone 8 

Vukazenzele 

Senekal 

Matwabeng Extension 4 

Matwabeng Extension 5 

Matwabeng Extension 6 

Matwabeng SP 

Matwabeng Zone 1 

Matwabeng Zone 2 

Matwabeng Zone 3 

Clocolan 

Diamong 

Dipotomaneng 

Hlohlolwane Extension 6 

Mandela Park 

Matikareng 

Mokodumela 

Ntsharebone 

Sunflower Park 

Thethe 

Marquard 

Moemaneng Extension 1 

Moemaneng Extension 2 

Moemaneng Extension 3 

Moemaneng Extension 4 

Moemaneng Extension 7 

Moemaneng Extension 8 

Moemaneng SP 

Motampelong 

Riverside 


NATURAL RESOURCES 

None 
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COMMENT ON BACKGROUND DATA 


In terms of the figures given by the reports, the majority of the communities within the municipal 
area receive services above the minimum service levels. Qualifying household receive the 
following benefits as per the relevant policies: 

• 6kl free basic water per month 

• 50kw/h electricity per month 

• Free refuse removal 

• Free basic sanitation 

• Free burial for qualifying households as per the policy 

T 1.2.8 
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1.3 SERVICE DELIVERY OVERVIEW 

SERVICE DELIVERY INTRODUCTION 

The Constitutional objectives for local government are set out in Section 152 of the 
Constitution: these are 

• to provide democratic and accountable government of local communities 

• to ensure the provision of services to communities in a sustainable manner 

• to promote social and economic development 

• to promote a safe and healthy environment, and 

• to encourage the involvement of communities and community organisation in the 
matters of local government 

A central challenge for the municipality have been its viability and ability to build strong 
departments capable of delivering on the principles of Section 53 of the constitution which states 
that: 

./ a municipality must structure and manage its administration and budgeting and 
planning processes to give priority to the basic needs of the community, and to promote 
the social and economic development of the community, and participate in national and provincial 
development programmes'. 

'If a municipality can achieve the above objectives consistently, within its financial and 
administrative capacity, it could be described as a functional, well-performing municipality. 

Universal Access to Water 

All household within the municipality has access to water above the minimum service level 

Universal Access to Sanitation 

Approximately 7 841 buckets are still being removed within the municipal area and a further 
3 016 received sanitation below the minimum service level. 

Waste Management 

There was an improvement with the delivery of a household refuse collection service during the 
last quarter of this financial year. The total collection by kerbside collection once a week is 26 949 
of 33 687 

Universal Access to Electricity 

A total of 27 405 households of the 34 687 household have access to electricity. A sustainable 
supply of sufficient electricity and energy is vital for growth and development within the area. 

Eradication of Informal Settlements 

Setsoto Local Municipality is not a housing authority, in collaboration with the Free State Human 
Settlement the municipality is ensuring that houses are provided in the municipal area. The 
municipality identifies and acquires land that can be utilised for township establishment and also 
ensures that the necessary studies are completed and applications for townships establishment 
are processed. The implementation of SPLUMA will impact positively in eradication of informal 
settlements. 

T 1.3.1 
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PROPORTION TO HOUSEHOLDS WITH ACCESS TO BASIC SERVICES 

40 000 

35 000 
30 000 
25 000 
20 000 
15 000 
10 000 
5 000 













T 1.3.2 









COMMENT ON ACCESS TO BASIC SERVICES 


The above graph shows that the provision of electricity has been minimal over a three year 
period, whereas the provision of sanitation lacked behind compared to that of water. The 
provision of refuse removal increased dramatically during the period under review. It should be 
noted that these figure do not include departmental reviews but only those from Census 2011 as 
conducted by Statistic South Africa 

T 1.3.3 
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12011/2012 
12012/2013 
1 2013/2014 


Proportion of 
household with 
access to basic 
sanitation 


Proportion of 
household with 
access to basic 
water 


Proportion of 
household with 
access to basic 
electricity 


Proportion of 
household with 
access to basic 
refuse removal 


1.4 FINANCIAL HEALTH OVERVIEW 

FINANCIAL OVERVIEW 

The Department of Financial Service is headed by a Chief Financial Officer and comprises of the 
following divisions: 

• Revenue Collection 

• Statement and Financial Statements 

• Assets Management 

• Expenditure 

• Supply Chain Management 

Property Valuation and Property Rate 

Valuation on land and buildings are performed every five year, with the new valuation having kick- 
started to compile the General Valuation Roll 2014-108. The current properties and land within 
the Setsoto Local Municipality have a combined market value of R3 399 505.00. Interim valuations 
have been done on an annual basis to take into account the changes in individual property values 
due to alterations and subdivisions. The new General valuation Roll will be implemented from the 
01 July 2014 

A total of R 33 441 460.00 has been received from property rates. Rates were levied on an annual 
basis with equal payments over twelve months. Interest at prime plus 1% per annum was also 
levied on outstanding rates. 

A general rate of R 0, 1 is applied to properties valuation to determine assessment rates. Rebates 
of 93.3% are granted to residential, commercial and small holdings and farm property owners. 

Revenue Management 

Revenue Management Division is responsible to ensure that revenue budgeted for the five main 
tariffs, namely. Assessments Rates, Water, Electricity, Refuse Removal and Sanitation is realised. A 
total of R 110 345 834.00 was billed and made up of the following: 

• Sale of electricity-R 53 965 354.00 

• Sale of water- R 24 678 522.00 

• Sewerage and Sanitation charges- R 14 496 880.00 

• Refuse Removal- R 17 050 976.00 

• Other service charges- R 154 102.00 
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The table below indicates the amount collected per month 


R'OOO 


Periods 

Amount billed 

Cash received as at 

Collection rate as at 



end of each month 

30*” June 2014 

July 2013 

13 352 136 

5 722 551 

42% 

August 2013 

20 351 245 

6 531 862 

32.10% 

September 2013 

11 448 693 

8 207 659 

71.69 

October 2013 

16 257 017 

7 719 274 

47.48% 

November 2013 

14 280 737 

11 120 910 

77.87% 

December 2013 

11622 560 

6 309 527 

54% 

January 2014 

11 882 491 

11 615 700 

97.75% 

February 2014 

11607 021 

7 720 871 

66.52% 

March 2015 

12 369 603 

3 363 367 

27.19% 

April 2014 

13 144 327 

7 289 380 

55.46% 

May 2014 

15 186 168 

9 936 689 

65.43% 

June 2014 

10 298 923 

9 603 949 

93.25% 

Total 

143 480 721 

95 741 784 

66.72% 


Credit Control and Debt Management 

Credit Control and Debt Management as a section of the Department of Finance Services is 
responsible for revenue collection as well as administration of indigents. 

Free basic service and indigent household 

The municipality approved and subsidised 4 731 indigents and the amount of R 20 367 406.00 has 
been spent in respect of the free basic services and concessions. The outstanding on the approved 
indigents amount of R 15 752 264.00 has also been written off, 66.72% collection rate in terms of 
the billed amount was achieved. 

Supply Chain Management 

During the year under review, a total of 25 tenders were awarded to the value of R 92 655 644.57 
From these tenders a total of 3 were awarded to Setsoto Local Municipality based companies to 
the value of R 790 829.35 

As required in terms of the policy all procurements in excess of R 30 000.00 but below 
R 200 000.00 is advertised on the website and municipal notice boards for 7 days. During the year 
under review 28 quotations were advertised on the website to the value of R 3 809 550.28 from 
these quotations 7 were awarded from Setsoto Local municipality based companies to the value 
of R 424 566.62. 

Budget and Financial Statements 

The application of sound financial management principles for the compilation of Setsoto Local 
Municipality's budget is essential and critical to ensure that the municipality remains financial 
viable and those sustainable municipal services are provided economically and equitably to all 
communities. 

The year under review, a total of R 556 959 373.00 has been spent on operational approved 
budget of about R 424 533 085.00.The reason for overspending is due to depreciation on 
revaluation of assets that was not budgeted for. This was done in order to align budgetin of 
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depreciation on revaluation as per Circular 58. These figures include non-cash items such as 
depreciation, debt impairment year-end provisions and municipal charges. 

The annual financial statements of Setsoto Local Municipality have been prepared in accordance 
with GRAP (Generally Recognised Accounting Principles). In terms of paragraph 63 of the 
Framework for the Preparation and Presentation of Annual Financial Statements the application 
of GRAP normally results in financial statements that convey what is generally understood as a fair 
presentation of such information. 

Cash flow management and forecasting is crucial step in determining if budget is funded over a 
medium-term. Cash flow management consists of taking the necessary steps to maintain 
adequate levels of cash to meet operational and capital requirements and to obtain the maximum 
yield on short-term investments. 

During the year under review the municipality has closed the financial year with a negative 
balance of R 104 977 248.00 compared to a deficit of R 114 290 080.00 of 2012/2013. 

Expenditure Management 

Setsoto Local Municipality has efficiently and effectively through much effort managed to 
maintain the operational expenditure within the approved budget, meaning that we did not 
exceed our final approved budget, however, when we include the non-cash items, namely, 
depreciation, amortization costs and bad debt provision and other general bulk expenditure for 
the , our expenditure exceeded our income by R 104 977 248.00. Reasons for the over 
expenditure mainly are due to fair value adjustment on investment property and depreciation 
which are all non-cash items. 

The Municipality is currently embarking on a robust revenue enhancement strategy which we 
firmly believe will effectively and efficiently deal with the current cash flow challenges. 

The Municipality closed its financial year at 30 June 2014 with a positive bank balance of 
R 12 577 344.00 after processing payments to our trade creditors of R 172 881 362.00 and an 
employment costs of R 143 020 134.00. Also, what is worth mentioning is that our Capital 
Expenditure for the year was at 100% spent of the total of R 78 600 659.00 allocated for 
2013/2014, which is an improvement from the 2012/2013 financial year which has a roll-over of 

R 6 087 659.00. 

T 1.4.1 
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Financial Overview 2013/2014 

R'OOO 


Details 

Original Budget 

Adjustment Budget 

Actual 

Grants 

241 722 000 

253 672 066 

270 948 426 

Taxes, levies and tariffs 

198 831 323 

179 733 744 

184 538 290 

Other 

270 000 

4 450 275 

2 165 550 

Less Expenditure 

493 760 869 

424 533 085 

562 629 514 

Net Total 

(52 937 546) 

13 323 000 

(104 977 248) 

T 1.4.1 


Operating Ratios 

Detail 

% 

Employee Costs 

25% 

Repairs and Maintenance 

0.6% 

Finance Charges and Depreciations 

38% 


T 1.4.5 


COMMENT ON OPERATING RATIOS 
Employee Costs 

This ratio measures the extent of remuneration to total operating revenue. Total remuneration 
includes employee related costs and councillor's remuneration. The norm in terms of Circular 71 
ranges between 25% and 40%. 

The formula used to derive the ratio is: (Employee Costs + Councillor Remuneration)/Total 
Operating Expenditure. The ration is well within the norm. 

Repairs and Maintenance 

This ratio measures the level of repairs and maintenance to ensure adequate maintenance to 
prevent breakdown and interruptions of service delivery. The repairs and maintenance of 
municipal assets is required to ensure the continued provision of services. 

The norm is 8% of the carrying value of assets, in terms of Circular 71 of MFMA. The formula used 
to derive the ration is as follows: (Total Repairs and Maintenance)/(Property Plant and Equipment 
+ Investment Property). 

The ratio for repairs and maintenance is far below the standard norm as per Circular 71 of MFMA. 
The reason is the result of revaluation of assets that came in as a result of implementation of 

GRAP 17. 

T 1.4.3 


18 






Total Capital Expenditure 

R'OOO 

Detail 

2011/2012 

2012/2013 

2013/2014 

Original Budget 

89 026 

77 217 

80 109 

Adjustment Budget 

89 026 

77 217 

86 672 

Actual 

72 026 

77 217 

78 601 
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TOTAL CAPITAL EXPENDITURE 
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■ Actual 
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COMMENT ON CAPITAL EXPENDITURE 

Total capital expenditure for 2013/2014 is R 78 601 000.00, which can be translated into 14% of 
total expenditure (operating + capital expenditure). The standard norm in terms of Circular 71 of 
MFMA ranges between 10% and 20%. The ratio for capital expenditure is well within the standard 
norm. 

T 1.4.5 
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1.5 ORGANISATIONAL DEVELOPMENT PERFORMANCE 

Department of Corporate Services through its Human Resources Division, renders a 
comprehensive, integrated and customer focused human resources, this includes the following: 

Recruitment and Selection 

All sections 54A and 56 Managers were filled and some critical positions filled after Council 
approved the reviewed Organisational Structure on the 07 February 2014. Council approved the 
structure with the provision that it will be phased in over a period of three years. 

Organisational Development 

There are still a lot of challenges with regard to the development of job profiles and job 
descriptions within the division. The Performance Management System Framework and Policy 
were developed but it is still not cascaded to all municipal levels. The initiative of cascading the 
Performance Management Systems to the fourth tier level started during the 2014/2015 financial 
year. 

Human Capital Development and Training 

The municipality is doing all it can to capacitate its workforce in terms of the Workplace Skills 
Plan. A total of 123 officials were developed to meet the skills and the competency levels 
requirements, of these, 14 were from the Department Financial Services who were to meet the 
requirements of the National Treasury. The trainings have been approved by LGSETA. 

Employee Relations 

Most of the cases are handled internally and few have been referred to SALBC for remedial 
actions. 

Employee Wellness Services 

The municipality partnered with medical aid schemes to enhance awareness regarding employee 
wellness during the period under review. 

T 1.5.1 
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1.6 AUDITOR GENERAL REPORT 2013/2014 


See attached Audit Report 






Tl.6.1 


1.7. STATUTORY ANNUAL REPORT PROCESS 

No Activity 

Consideration of next financial year’ s Budget and IDP process Plan. Except 
the legislative content, the process plan should confirm in-year reporting 
^ formats to ensure that reporting and monitoring feeds seamlessly into 
Annual Report process at the end of the Budget/IDP implementation period 

2 Implementation and monitoring of approved Budget and IDP commences 
(in-year financial reporting) 

3 Finalise 4* quarter Report for previous year 

4 Submit draft 2013/2014 Annual Report to Internal Audit 

5 Audit and Performance Audit Committee considers draft annual Report 
^ Municipality submits draft Annual Report including the Annual Financial 

Statements and performance report to Auditor General 
^ Annual Report as submitted to Auditor General to be provided as input to 
the IDP Analysis phase 

g Auditor General assess the draft Annual Report including the annual 
Financial Statements and Performance Data 
^ The municipality start receives and start to address the Auditor general’ s 
comments 

^ ^ Mayor tables the Annual Report and audited Annual Financial Statements to 
Council complete with the Auditor General’s Report 

1 1 Audited Annual Report is made public and representation is invited 

12 Municipal Public Accounts Committee assess the Annual Report 

13 Council adopts the Oversight Report 

14 Oversight Report is made public 

Finalisation of the draft Budget/IDP for next financial year. Annual Report 
and Oversight report to be used as input 


Timeframe 


August 


September- 

October 


January- 

February 


March 







COMMENT ON THE ANNUAL REPORT PROCESS 


The 2013/2014 Annual report was compiled in accordance with the requirements of section 121 
of the MFMA, 56 of 2003 and section 46 of MSA, 32 of 2000, as well as the format prescribed by 
National T reasury. The purpose of the report is: 

• To provide feedback on the activities of the municipality; 

• To provide a report on performance in service delivery and budget implementation for 
year; and 

• To promote accountability to the community for the decisions made from July 2013 to 
June 2014 

This Annual Report has been developed according to the provisions of Circular 63 of the MFMA 
which indicates that real transparency and accountability can only be achieved where there is a 
clear link between the strategic objectives agreed with the community, the IDP, the Budget, 
SDBIP, in year reports. Annual Financial Statements, Annual Performance Report and the Annual 
Report. 

Setsoto Local Municipality has compiled the 2013/2014 Annual Report for submission by the end 
of 2013 as per the provision of Circular 63 of MFMA. The Annual Performance Report and Annual 
Financial Statements will be submitted to Auditor General by 29 August 2014. 




Chapter 2 


GOVERNANCE 

INTRODUCTION TO GOVERNANCE 

In its most abstract sense, governance is a theoretical concept referring to the actions and 
processes by which stable practices and organisations arise and persists. These actions and 
processes may operate in formal and informal organisations of any size; and they may function for 
any purpose, good or evil, for profit or loss. 

Conceiving of governance in this way, one can apply the concept to states, to corporation, to non- 
profits, to NGOs, to partnerships and other associations, to project teams, and to any number of 
humans engaged in some purposeful activity. 

Most theories of governance as a process arose out of neoclassical economics. These theories 
build deductive models, based on the assumptions of modern economic, to show how rational 
actors may come to establish and sustain formal organisations, such as networks and practices for 
governing the commons. Most of these theories draw on transaction cost economic. 

Underneath are the examples of the combination of different governance processes that are 
pertinent in the municipality. 

Public Governance 

It is useful to note the distinction between the concepts of governance and politics. Politics 
involves processes by which a group of people -perhaps with divergent opinions or interests- 
reach collective decisions generally regarded as binding on the group, and enforced as common 
policy. 

Participatory Governance 

Focuses on deepening democratic engagement through participation of citizens in the processes 
of governance with the state. The idea is that citizens should play a more direct roles in public 
decision making or at least engage more deeply with political issues. 

Government officials should also be responsive to this kind of engagement. In practice, 
participatory governance can supplement the roles of citizens as voters or as watchdogs through 
more direct forms of involvement. 

Contemporary Governance 

This practice in theory sometimes questions this distinction, premising that both "governance" 
and "politics" involve aspects of "power" 


T 2.0.1 
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COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 

INTRODUCTION TO POLITICAL AND ADMINISTRATIVE GOVERNANCE 

Political and administrative governance in our municipality consists of the set of processes, customs, 
policies, laws and institutions affecting the way people direct, administer or control and organisation. 
Political and administrative governance also includes the relationships amongst the many players 
involved and the organisational goals. 

The principle players include the communities, management and councillors. Other stakeholders 
include employees, services providers, customers, businesses, political parties, community 
organisations and regulators. 


T 2.1.0 


2.1 POLITICAL GOVERNANCE 

INTRODUCTION TO POLITICAL GOVERNANCE 

The Setsoto Municipal Council has a total of 35 Councillors of which 18 are Ward Councillors and 17 
are Proportional Councillors. 




POLITICAL STRUCTURE 





NAME 



FUNCTION 





MAYOR 






Mr T. Jakobo 



Mayor 













SPEAKER 







Mr P. Mohlomi 



Speaker 













CHIEF WHIP 







Mr. T. Makhalanyane 

Chief Whip (ANC) 

Mr. C. Marwick 

Chief Whip (DA) 

EXECUTIVE COMMITTEE 

Mr. T. Jakobo 

Chairperson 

Mr. T. Makhalanyane 

Member 

Mr. E. Strydom 

Member 

Me. A. Mahlangu 

Member 

Me. M. Mthimkhulu 

Member 

Mr. K. Koalane 

Member 

Mr. T. Makae 

Member 
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25 





COUNCILLORS 


Initials 

Surname 

Ward /PR 

Male / Female 

Unit 

M M 

Mothibeli 

Ward Councillor 

Female 

Marquard 

D L 

Mohapi 

Ward Councillor 

Female 

Marquard 

M L 

Mthimkulu 

Ward Councillor 

Female 

Senekal 

KS 

Mokhuoane 

Ward Councillor 

Male 

Senekal 

D M 

Motsei 

Ward Councillor 

Female 

Senekal 

W M 

Selasi 

Ward Councillor 

Male 

Senekal 

M 

Mabeleng 

Ward Councillor 

Male 

Senekal 

T B 

Jakobo 

Ward Councillor 

Male 

Clocolan 

M C 

Nakasi 

Ward Councillor 

Female 

Clocolan 

R H 

Bath 

Ward Councillor 

Male 

Ficksburg 

K E 

Koalane 

Ward Councillor 

Male 

Clocolan 

M M 

Hlakane 

Ward Councillor 

Male 

Ficksburg 

P M 

Thamae 

Ward Councillor 

Male 

Ficksburg 

T E 

Makae 

Ward Councillor 

Male 

Ficksburg 

TG 

Makhalanyane 

Ward Councillor 

Male 

Ficksburg 

R V 

Mohala 


Ward Councillor 

Female 

Ficksburg 






L F 

Kere 


Ward Councillor 

Male 

Ficksburg 

P 1 

Mavaleliso 


Ward Councillor 

Male 

Ficksburg 

M S 

Maduna 


Proportional Councillor 

Male 

Senekal 

M H 

Semahia 


Proportional Councillor 

Female 

Ficksburg 

M M 

Maphisa 


Proportional Councillor 

Female 

Senekal 

T M 

Muso 


Proportional Councillor 

Female 

Ficksburg 

TJ 

Tsolo 


Proportional Councillor 

Male 

Ficksburg 

M D 

Malebo 


Proportional Councillor 

Female 

Ficksburg 

M A 

Mahlangu 


Proportional Councillor 

Female 

Ficksburg 

M P 

Mohlomi 


Proportional Councillor 

Male 

Ficksburg 

S S 

Fuso 


Proportional Councillor 

Male 

Senekal 

M J 

Raboroko 


Proportional Councillor 

Female 

Clocolan 

TV 

Mohase 


Proportional Councillor 

Male 

Ficksburg 

E P 

Strydom 

Proportional Councillor 

Male 

Marquard 

LJ 

Setai 

Proportional Councillor 

Male 

Marquard 

C P 

Marwick 

Proportional Councillor 

Male 

Clocolan 

BJ 

Du Toit 

Proportional Councillor 

Male 

Ficksburg 

C M 

Lubbe 

Proportional Councillor 

Male 

Senekal 

AC 

Bester 

Proportional Councillor 

Female 

Senekal 
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POLITICAL DECISION-TAKING 

Committees (other than the Executive Committee) and Purposes of Committees 

Municipal Committees 

Purpose of Committee 

Section 79 Committees 

Municipal Audit and Performance 
Management Audit Committee 

To report to Council on issues of Audit and Performance 
Management 

MPAC (Municipal Public Accounts 
Committee) 

To investigate Audit Opinions and Outcomes in the Annual 
Report and prepare oversight report to Council. Also to 
investigate and recommend to Council on Irregular 
Expenditure. 

Risk Management Committee 

To report to Council on issues of Risk Management 

IDP Steering Committee 

To lead the IDP process 

Section 80 Committees 

Finance Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee. 

Infrastructure Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee. 

Community Services and Social 

Development Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee. 

Urban Planning and Housing Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee. 

Admin & Human Resource Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee. 

Internal Committees 

Bid Specifications Committees 

To develop Terms of Reference and Specifications for Bids - 
Appointment subject to need by Municipal Manager. This 
is not a fixed committee. 

Bid Evaluations Committees 

To evaluation Bids in line with Supply Chain Management 
requirements - Appointment subject to need by Manager. 

This is not a fixed committee. 

Bid Adjudications Committee 

To adjudicate the Bid Evaluation Reports and either appoint 
or recommend to Municipal Manager for appointment in 
line with Delegations and Supply Chain Management 
requirements. Appointment subject to need by Municipal 
Manager. This is not a fixed committee. 

Assets & Liability Committee 

This committee was established as an internal committee 
to consider the irregular expenditure based on the 
deviations and recommend for condonement or further 
investigation to Municipal Public Accounts Committee 
and/or Council. 

Assets Disposal Committee 

To consider reports relating to obsolete assets and 
disposals. 

Local Labour Forum 

To deal with all issues affecting labour within the 

Municipality. 

Training & Employment Equity Committee 

To consider the issues of Annual Training Report, Skills 
Development Plan and Trainings as well as the Employment 
Equity Programme. 

IT Steering Committee 

To discuss and be accountable for the municipality's ICT 
environment and ensure that ICT conforms to legislation. 

T 2.1.3 
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2.2 ADMINISTRATIVE GOVERNANCE 

INTRODUCTION TO ADMINISTRATIVE GOVERNANCE 

Our administration can be defined as a multilevel governance/metagovernance. This is widely 
defined as governing of the governing. It represents established ethical principles, or norms; that 
shape and steer the entire governing process. 

The quality of governance that the municipality is displaying is that of good governance, this 
relates to consistent management, cohesive policies, guidance processes and decision rights for a 
given area of responsibility, and proper oversight and accountability. 
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Top Administrative Structure 


Tierl 

Municipal Manager 

Mr S T R Ramakarane 



Tier 2 and 3 







Chief Financial Officer 







Mr G. Banda 







Corporate Services Directoi 

r 





Mr T. Masejane 







Engineering Services Director 




Me. T. Zondi 







Development Planning & Social Security Director 





Mr M. Ntheli 
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COMPONENT B: INTERGOVERNMENTAL RELATIONS 


INTRODUCTION TO CO-OPERATIVE GOVERNANCE AND INTEGOVERNMENTAL RELATIONS 

A lot of interest has been shown by the public regarding the audited annual financial statement, 
particularly with the disclosure notes to the financial statements. In light of this, the municipality 
has identified the distribution of the rights and responsibilities among different participants in the 
organisation and some of these rights include the rules and procedures for making decisions in 
organisational affairs. 

The system that the municipality followed included processes through which the municipality's 
objectives are set and pursued in the context of social, regulatory, political, technological, 
economical and market environment. 

These included mechanisms to monitoring the actions, policies and decisions of the municipality 
and its service providers. These practices then are affected by the attempts to align the interests 
of all stakeholders, including national and provincial governments, district municipality, 
businesses, non-governmental organisations, community based organisations and communities. 


T 2.3.0 
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2.3 INTERGOVERNEMENTAL RELATIONS 


South Africa has an intergovernmental system that is based on the principle of cooperation 
between the three spheres of government -local, provincial and national. While responsibility for 
certain functions is allocated to a specific sphere, many other functions are shared among the 
three spheres. 

However, the Constitution specifically envisages that as municipalities develop the necessary 
capacity, the administration of many functions that are currently the responsibility of national and 
provincial government will be assigned to municipalities. While this has been taking place, very 
often the devolution has only been partial - with municipalities not being given the necessary 
funds, scope of responsibilities or without their being subject to clear forms of accountability for 
their performance. 

Over the medium term, government is planning for more functions to be devolved to 
municipalities. There is therefore a need for clear principles to guide such assignments to ensure 
that there are appropriate incentives, funding and accountability arrangements. 

The assignment of functions to local government has a direct bearing on the local government 
fiscal framework. Ideally, the framework should provide municipalities with access to revenue 
sources that are commensurate with the powers and functions that they are responsible for. In 
this regard, it is important to keep in mind that the whole local government fiscal framework is 
designed to fund local government, and not just the transfers from national government. 
NATIONAL INTERGOVERNMENTAL STRUCTURES 

The following intergovernmental forums play an important role in cooperative governance and in 
shaping policy and resource allocation decisions: 

Extended Cabinet 

This is made up of the national cabinet, premiers of provinces and the chairperson of SALGA. It is 
the highest cooperative governance mechanism, advising the national cabinet when it finalises 
the fiscal framework and the division of revenue on which MTEF budgets are based. 

The President's Coordinating Council 

This is chaired by the President and comprises the nine provincial premiers, the chairperson of 
SALGA, the mayors of the metros and the national ministers responsible for cross-cutting 
functions such as provincial and local government affairs, public service and administration, and 
finance. Other national ministers may be invited to participate. 

The Budget Council and Budget Forum 

These are established under the Intergovernmental Fiscal Relations Act (1997). The Budget 
Council consists of the Minister of Finance and the members of the executive council (MFCs) 
responsible for finance in each of the provinces. 

The national and provincial spheres consult on any fiscal, budgetary or financial matters affecting 
provinces as well as any legislation that has financial implications for provinces. The Budget Forum 
consists of the members of the Budget Council plus representatives of SALGA. It provides a forum 
for discussing financial matters relating to the local government fiscal framework. 




MinMECs 

These are sectoral policy forums made up of the national ministers responsible for concurrent 
functions and their provincial counterparts. SALGA represents local government on a number of 
these forums. 
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PROVICIAL INTEGOVERNMENTAL STRUCTUCTURES 

The following are provincial intergovernmental structures functional in our municipality: 

Provincial Waste Management Forum. 

The Free State Traffic Management Committee 
The Free State Umbrella Fire Protection Association 
The Provincial Fire and Disaster advisory Forum 
Cross Border Crime Prevention Committee 
Provincial Security Managers Forum 
South African Emergency Services Institute (Free State) 


Provincial IDP Managers Forum 
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RELATIONSHIP WITH MUNICIPAL ENTITIES 

There are no municipal entities within the municipality 
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DISTRICT INTERGOVERNMENTAL STRUCTURES 






The District Municipal Chief Fire Officer Forum and Disaster Forum 
District Free State Traffic Management Committee 
District IDP Managers Forum 

T 2.3.4 
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COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 

OVERVIEW OF PUBLIC ACCOUNTABILITY AND PARTICIPATION 

Laws on access to information and administration 

The Bill of Rights guarantees all citizens the right to information (section32) and just administrative 
action (Section 33) about decisions that affect their rights. Laws have been passed to make it compulsory 
for all spheres of government to provide information and reasons for decisions when citizens ask for 
them. 

The Promotion of Access to Information Act (2000) 

This Act gives people the right to get access to all kinds of government information that were previously 
hidden from the public. If your rights or access to government services are affected by a public service 
decision or a government or municipal policy, you have the right to see the information that government 
used to make those decisions. 

The Act is meant to protect people against corruption and unfair action by government and should make 
government more transparent and accountable. 

The Promotion of Administrative Justice Act (2000) 

This Act is important because it provides a weapon to people who are unfairly treated by any 
government department or agency working for government. The Act allows people to ask for reasons for 
any decision that is taken that affects them. 

The decision must be lawful, fair and reasonable. If someone is not satisfied that they were fairly 
treated, they can use the department's internal appeal procedures, ask a court to overturn the decision 
or appeal to the Public Protector. 

Once a person has asked for reasons for a decision, a department has 90 days to give the reasons for the 
decision. If the person is not satisfied they should be referred to the department's appeals process. If 
they are still not satisfied they have six months to appeal the decision (or the appeals process decision), 
through court action. 

Public Participation and Communication 

Public participation is a principle that is accepted by all spheres of government in South Africa. 
Participation is one of the cornerstones of our democracy and has equal benefits for politicians, public 
servants and civil society: 

• Consultation will help government make more appropriate decisions based on the real needs of 
people 

• The more informed people are, the better they will understand what government is trying to do and 
what the budget and resource limitations are 

• Public representatives can only claim to be accountable if they have regular interactions with the 
people they represent and if they consult and report back on key government decisions 

• Government cannot address all the development needs on its own and partnerships are needed 
with communities, civil society and business to improve service delivery and development. 
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Government has many institutions and structures that can be used to enhance public participation. 
Among the most important ones are: 

The Executive: stakeholders and Izimbizo 

The Executive in each sphere of government accounts to the Legislature through annual reports, budget 
votes and responses to questions asked. The Executive also has to maintain ongoing relationships with 
key stakeholders in their area of work. For example the President regularly meets different groups like 
the business community, women, youth, traditional leaders, etc. All Ministers and MECs should maintain 
ongoing contact with key stakeholders in their area of work. 

Wherever possible the senior public service management should also be part of stakeholder meetings. 

Izimbizo and public meetings are important methods used for consultation with the public. An Imbizo is 
meant to encourage participation and allows the public from a particular area to interact directly with 
the Executive. Senior public servants often attend Izimbizo to provide information and to follow up on 
issues raised. 

The Legislatures and public representatives 

As the direct representatives of the public, MPs, MPLs and councillors use different methods to stay in 
touch with their constituency and to get public input on new laws, policies and programmes. 

Public hearings 

New laws have to be published for public comment and public hearings are usually held by committees 
in Parliament, Legislatures and Councils as part of the law-making process. They present an opportunity 
for interested parties to make submissions. The inherent weakness of public hearings is that they usually 
elicit responses only from well organised and resourced interest groups. Further mechanisms have to be 
used by public representatives to ensure that they are in touch with public concerns and key issues that 
affect their constituency and important stakeholders. 

Public meetings and report-back meetings 

Public representatives often use public meetings to inform the public about specific issues or consult 
them around specific development or other programmes. Public meetings are also used to report back 
on government programmes. Public servants may be asked to participate in these meetings to provide 
technical support and information and to hear the public's views and concerns. 

Political parties also use public meetings to mobilise their supporters or to persuade the public to vote 
for them in an election. Public servants should avoid being on the platform of meetings that have an 
explicit election campaign agenda. 

Inspections or site visits 

Public representatives can also use inspections as a way of gauging public opinion or of investigating 
problems that affect specific groups or areas. Examples are MPs visiting prisons, schools or clinics. 

T 2.4.0 
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2.4 PUBLIC MEETINGS 

Local government and public participation 

Each municipality has a number of people and structures that should be used to enhance public 
participation. The most important ones are: 

The Mayor 

The Mayor is the public face of the municipality and should be used in big public meetings, municipal 
stakeholder forums and media. 

Ward councillors 

Ward councillors are the representatives of specific geographic areas and are ideally placed to be the link 
between the people and the municipality. They should bring people's needs and problems to the 
municipality and consult and inform the community around municipal services and programmes. Ward 
councillors' public participation programmes are coordinated by the Council's Speaker. 

Ward committees 

Ward committees are from different sectors in communities. Ten members are elected in each ward to 
assist and advise the ward councillor and increase community participation. They can be very useful for 
spreading information, assessing needs, building partnerships, consulting the community and picking up 
local problems with service delivery. 

Community development workers (CDWs) 

Community development workers are deployed by government to work in communities to make sure 
that people can access government services. They have to give advice, help people with problems, assess 
needs and work with local organisations to build partnerships with government. 

They usually know the community well, have good contacts with organisations and can help to do 
consultation, do research, spread information and monitor implementation. CDWs should work closely 
with ward councillors and ward committees. 

Stakeholder bodies 

At national, provincial and local level many key stakeholders and potential development partners are 
already organised into representative bodies. Examples are business organisations, unions, welfare 
organisations, community organisations, faith-based organisations, sport and cultural bodies. 

Government builds ongoing partnerships with these bodies and use them to enrich policy, assess 
programmes and improve delivery. 

Local stakeholder forums 

Many different local forums already exist - for example community police forums and IDP forums. Other 
forums that are made up of stakeholders should be set up for specific projects and programmes. 

Forums are very useful for quick and ongoing consultation as well as for building partnerships between 
the community and government. 
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They often represent a number of stakeholders and are also useful for resolving disputes and avoiding 
local conflicts over resource allocation. 

Community or beneficiary organisations 

Many development programmes are inappropriate because of poor consultation with intended 
beneficiaries. Some projects are also destroyed by conflict among intended beneficiaries. Government 
aims to work with organisations that already exist or help build strong organisations among intended 
beneficiaries. 

Examples of good practice are; 

• The partnership between the Department of Human Settlements and collectives set up 
by beneficiaries to develop housing in a particular area and 

• The capacity building support provided by some Departments of Social Development to 
welfare organisations that roll out services for orphans and the elderly. 

Community liaison officials 

Most municipalities and many government departments employ staff to liaise with the community - they 
are used as part of any outreach and public participation programme. 

Media 

Many government departments and all municipalities have access to their own media, for example 
notice boards, rates and water bills, etc. This is used for spreading information about prices, new plans, 
budget priorities, etc. 

The commercial media as well as radio are some more communication tools used to inform people, and 
in some cases like phone-in programmes, to consult people. 
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COMMUNICATION, PARTICIPATION AND FORUMS 

During the year under review, the following IDP Community Representative Forum Meetings we 
held: 

Date 

Place 

Number of Delegates 

13 February 2013 

Marquard/Moemaneng 

222 

18 February 2013 

Clocolan/Hlohlolwane 

182 

19 February 2013 

Ficksburg/Meqheleng 

125 

26 February 2013 

Senekal/Matwabeng 

194 

03 Mach 2013 

Senekal/Libertas Farm 

19 

Below are the number of Mayoral Budget/IDP Roadshows held during the year under review: 

Date 

Place 

Number of Delegates 

29 April 2014 

Senekal/Matwabeng 

223 

05 April 2014 

Clocolan/Hlohlolwane 

60 

02 May 2014 

Ficksburg/Meqheleng 

53 
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WARD COMMITTEES 

All eighteen wards are established and functional 

T 2.4.2 


COMMENT ON THE EFFECTIVENESS OF THE PUBLIC MEETINGS HELD 

No minutes of public meetings are submitted to the Office of the Speaker, therefore no proper 
record is kept as to whether issues raised in those meetings have been addressed or not. 

T243 .1 


35 






2.5 IDP PARTICIPATION AND ALIGNMENT 

In order to ensure the effective and productive formulation and implementation of the IDP 
review process, the IDP Steering Committee compiled a Review Process Plan 201 3/2014 which 
functions as a business plan and management tool to assist with the day -to-day management of 
the review process. The Review Process Plan deals with several aspects aimed at streamlining the 
IDP review process, as detailed below. 

Firstly, the institutional arrangements are outlined which provides a clear understanding of the 
organizational structure, the different role-players (internal and external), as well as the 
distribution of their roles and responsibilities. Since the active involvement of the community and 
stakeholder organizations is a key feature in the IDP, the Review Process Plan also makes provision 
for mechanisms and procedures for public participation. 

A public participation strategy has been prepared which contains several tools and principles 
for participation, roles and responsibilities, means of encouraging part icipation and logistical 
arrangements. To ensure parallel processes and effective co -ordination between the local 
municipality and other spheres of government the review process plan also includes different 
procedures for alignment. 

It makes provision for alignment with the IDP framework of the District Municipality which is a 
mutually aligned review process highlighting agreement principles, communication mechanisms, 
joint events and time frames as well as organizational structures and mechanisms for solving 
disputes. 

Finally, the review process plan provides a detailed action programme with timeframes and 
cost estimates for implementation of all the planning activities as well as a summary of all 
external planning requirements to ensure a truly integrated review process. In terms of Chapter V 
of the Local Government: Municipal Systems Act, 2000 (No 32 of 2000), local government bodies are 
required to annually review and implement Integrated Development Plans for their respective 
areas of jurisdiction. 

These IDPs are meant to deal with all developmental and planning related issues for a period of 
five years, and reviewed annually to adapt to the changing environment. This is the second review 
of the current term of the councillors 

Cooperation with other spheres of governance 

The law is emphatic on the need for local government to cooperate with other spheres of 
governance. The Municipal Systems Act states that municipalities must exercise their executive 
and legislative authority within the constitutional system of co-operative government. It further 
places an obligation on provincial and national spheres of government to exercise their executive 
and legislative authority in a manner that does not compromise or impede a municipality's 
ability or right to exercise its executive and legislative authority. 

For these reasons, the law requires that the planning undertaken by a municipality must be aligned 
with, and complement, the development plans and strategies of other affected municipalities 
and other organs of state so as to give effect to the principles of co-operative government. 

As such utmost care has been taken to ensure that new IDP is aligned with national and 
provincial governments' plans - as well as other neighbouring municipalities' plans. No less than 
five meetings or workshops were held with various stakeholders from national and provincial 
sector departments 
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A series of workshops were held jointly by the Free State Provincial Department of Cooperative 
Governance and Traditional Affairs that were attended by IDP officials from Setsoto Local 
Municipality. 

In addition, the provincial Department of Cooperative Governance and Traditional Affairs 
convened a meeting of all provincial departments in the Free State as well all municipalities - 
local, municipal and metro alike. The purpose of the meeting was to allow provincial departments 
an opportunity to outline their development projects for better alignment and improved 
cooperation with municipalities. 

In addition, the Provincial Department of Cooperative Governance and Traditional Affairs 
convened a special meeting of all municipalities and provincial departments to conduct an 
assessment of the alignment of municipal IDPs with provincial department's priorities. 

A follow up meeting was also convened to confirm that suggestions from various sector 
departments had been addressed in the revised IDP. Strenuous efforts have been made to 
ensure that these projects have been included or noted in the IDP. 

Furthermore, key development plans such as the Natio nal Development Plan and the Free State 
Growth and Development Strategy have been reviewed in order to ensure alignment with 
national and provincial development priorities. 

Participation by Political Leadership 

The law is clear on the role of political leadership in the plan for the municipal development 
priorities and the IDP in particular. The political leadership, especially the Mayor is supposed to 
provide guidance or vision for the Municipality for his Council's term of office. The political 
leadership in Setsoto has been highly proactive in the development of this IDP. 

Immediately after the inauguration of the new Council, the councillors were taken through the 
process or phases of IDP development. Key issues were identified and "bracketed" for 
confirmation with other key stakeholders - especially members of the community. Thereafter, 
two meetings with political leaderships were organised in addition to interacting with them 
at the ward levels as representatives of members of the community. Issues raised during these 
interactions have been incorporated into the IDP. 

Community Participation 

The law mandates the council of a municipality to encourage the involvement of the local 
community and to consult the local community about: 

(i) the level, quality, range and impact of municipal services provided by the municipality, 
either directly or through another service provider; and 

(ii) (ii) the available options for service delivery. The law places special emphasis on gender 
equity. It instructs municipalities to promote gender equity in the exercise of the 
municipality's executive and legislative authority. 

The law further accords members of the local community the right to (i) contribute to the 
decision- making processes of the municipality and (ii) submit written or oral recommendations, 
representations and complaints - to the municipal council or to another political structure or a 
political office bearer or the administration of the municipality. Moreover, residents have the 
right to be informed of decisions of the municipal council affecting their rights, and property. 
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Setsoto municipality has made every effort to ensure maximum participation by members of 
the local community in the development of the IDP. Up to 14 engagements with communities 
were made. They involve interaction with communities at ward levels and interactions with the 
reference groups which represented various regions of the municipalities. 

A number of development challenges were raised during these interactions. These issues have in 
turn been aligned with key development thrust for the Municipality. The key development thrusts 
include: 

• Poverty eradication, rural and economic development and job creation 

• Financial sustainability (e.g. revenue enhancement, clean audit) 

• Spatial development and the built environment 

• Eradication of bucket system 

• Human settlement 

• Public transport 

• Environmental Management and Climate change 

• Social and community services 


T 2.5.1 


38 



COMPONENT D: CORPORATE GOVERNANCE 


OVERVIEW OF CORPORATE GOVERNANCE 

Corporate governance broadly refers to the mechanism, processes and relations by which 
corporations are controlled and directed. Governance structures identify the distribution of rights 
and responsibilities among different participants in the corporation, and include the rules and 
procedures for making decisions in corporate affairs. 

Corporate governance includes the processes through which corporations' objectives are set and 
pursued in the context of the social, regulatory and market environment. Governance 
mechanisms include monitoring the actions, policies and decisions of corporations and their 
agents. Corporate governance practices are affected by attempts to align the interests of 
stakeholders. 

The municipality strives to align its corporate governance issues to the recommendation made in 
the King 3 Report. The municipality in order to enforce the recommendation applied some of the 
following: 

Apply or Explain versus Comply or Explain 

The municipality in addressing the audit queries have opted to a more flexible apply and explain 
approach to its practices. 

Sustainability 

For the municipality sustainability emphasises its inseparable interface with strategy and control. 

Stakeholder inclusive model 

This is done through an inclusive approach to stakeholders, whereby their legitimate interests are 
considered and recognised in a manner which befits the long term sustainability of the 
municipality. 

Committees and Compositions 

The composition of these committees is by appointing independent and suitably skilled members. 
Their duties amongst others are to: 

• Overseeing integrated reporting on the effectiveness of; 

• External audit; 

• Internal audit; 

• Risk management process; 

• Finance function; 

• Internal controls; 

• IT risks; and 

• Fraud and corruption risks. 
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For good governance practices these committees need support in relation to the following: 

• Integrated reporting and levels of independent assurance; 

• How the combined assurance framework addresses all significant risks; and 

• The practicalities of how the risk committee works with the audit committee 

In our endeavour to practice good corporate governance, the municipality strives to implement 
the following principles in all its activities: 

• Rights and equitable treatment of shareholders 

• Interest of other stakeholders 

• Role and responsibilities of the various committee's members 

• Integrity and ethical behaviour 

• Disclosure and transparency 
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2.6 RISK MANAGEMENT 


INTRODUCTION RISK MANAGEMENT 

During the year under review the municipality reviewed its organisational structure to adapt to 
the changing environmental challenges and to align it to the legislative requirements. 

One of these changes was to identify the position of a Chief Risk Officer and the Manager in the 
Office of the Municipal Manager. The idea was that the overall responsibility of risk coordination 
and management was to be that of the Manager in the Office of the Municipal Manager with the 
Chief Risk Officer reporting to the Manager in the Office of the Municipal Manager and the Risk 
Officer Reporting to the Chief Risk Officer. 

The Manager in the Office of the Municipal Manager was appointed in April 2014, and the Chief 

Risk Officer's post is still vacant. Lot of risks has been identified, minimised and mitigated during 
the year under review. 

The following are the highlights of the Risk Management activities of the municipality during the 
year under review: 

• Installation of the Barn Owl Enterprise Risk Management System 

• Most departments have managed to minimise identified risks within their divisions 

• Promotion of enterprise risk management culture within the organisation through 
workshops 

There a is proper correlation between the Risk Management Unit, the Internal Audit Unit and the 
IDP/PMS Division within the municipality, and it is envisaged that with the filling of the Chief Risk 
Officer this correlation can only be enhanced. 
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2.7 ANTI-CORRUPTION AND FRAUD 

During the year under review a hotline number 086 072 6325 and E-mail fraud(5)setsoto.co.za was 
established in order for the communities to be able to report allegations of anti-corruption and 
fraud anonymously. 

Employees were made aware of the existence of the number and the e-mail as well as training on 
code of ethics. The municipal Council and the community will be informed during the 2014/2015 
financial year and the rollout will be done in the third quarter of the financial year. 

All the Unauthorised, Irregular, Wasteful and Fruitless expenditure is being dealt with according to 
the Circular 68 and section 32 of the Municipal Finance Management Act, 56 of 2003. All 
processes followed is that the register is completed and tabled to the Assets and Liability 
Committee which then submit their recommendations to the Municipal Public Accounts 
Committee for investigations and recommendation to council. 

Council will then either, condones, authorise, recoup and/or take legal actions against whoever is 
liable to the allegations. 
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2.8 SUPPLY CHAIN MANAGEMENT 

Departments and divisions were requested to submit procurement plan in order to fast-track the 
provision of goods and services, but not all submitted and this in turn did not assist the 
municipality to provide goods and services on time to either the municipality itself or the 
communities at large. For the municipality to be able to provide continuous services to itself and 
all communities, the following practices need to be followed from the beginning of the new 
financial year: 

Think Chain-Wide 

Having a strong and uniform process that is clearly mapped out with procedures and processes 
makes analysis easy and opportunities for improvement or continued success clear and visible to 
all involved. 

Client Knowledge 

This is not only cost saving for the municipality but allows the municipality to find the best rate on 
higher volume. 

Strategic Sourcing. 

Understanding the sourcing options available, the municipality not only provides a valuable 
resource for its clients, but also has a strong catalog of services for the future. 

Custom Logistics 

By applying the same thinking that allows for customer segmentation to logistics, improvements 
and efficiencies in inventory management, shipping, and warehousing may be quickly realized. 

Partnering 

The level of knowledge shared among the client, the company and the supply chain management 
provider benefit all involved by reducing cost, improving efficiency and reducing error. 
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2.9 BY-LAWS 



By-laws Introduced during 2015/2016013/2014 


Newly Developed 

Revised 

Public 

Participation 
conducted prior to 
adoption of by- 
laws (Yes/No) 

Dates of Public 
Participation 

By-laws Gazetted 
(Yes/No) 

Date of 
Publication 

Draft Water 

Services Bylaw 


None as yet 

None as yet 

N/A 

N/A 

Draft Impoundment 
of Animals 


None as yet 

None as yet 

N/A 

N/A 
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COMMENT ON BY-LAWS 

The above mentioned bylaws were drafted and adopted as a Draft on 28 March 2014. The public 
participation was placed on hold due to election campaigns and will thus only unfold from July 
2014. All other bylaws adopted by Council in previous years were done in line with Municipal 
Systems Act and necessary Public Participation and Publications was done. All bylaws as adopted 
and promulgated are available in the Municipal Code as well as on the Setsoto Website. 

T2.9.1.1 



2 

.10 WEBSITES 




Municipal Website; Content and Currency of Material 




Documents published on the Municipality's Website 

Yes/N 

0 

Publishin; 

Current annual and adjustments budgets and all budget-related documents 

Yes 

03-06-2013 

All current budget-related policies 

Yes 

08-04-2013 

The previous annual report (Year -1) 

Yes 

11-02-2014 

The annual report (Year 0) published/to be published 



All current performance agreements required in terms of section 57(1 )(b) of the Municipal Systems Act (Year 0) and 
resulting scorecards 

Yes 

20-09-2013 

All service delivery agreements (Year 0) 

Yes 

29-06-2012 

All long-term borrowing contracts (Year 0) 

No 


All supply chain management contracts above a prescribed value (give value) for Year 0 

No 


An information statement containing a list of assets over a prescribed value that have been disposed of in terms of 
section 14 (2) or (4) during Year 1 

No 


Contracts agreed in Year 0 to which subsection (1) of section 33 apply, subject to subsection (3) of that section 

No 


Public-private partnership agreements referred to in section 120 made in Year 0 

N/A 


All quarterly reports tabled in the council in terms of section 52 (d) during Year 0 

No 
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COMMENT ON MUNICIPAL WEBSITE CONTENT AND ACCESS 

All content is being uploaded as soon as it reaches the ICT Division 

T 2.10.1 


2.11 PUBLIC SATISFACTION ON MUNICIPAL SERVICES 

PUBLIC SATISFACTION LEVELS 

Formal public participation surveys were not done by the municipality to find the level of 
satisfaction by the communities during the year under review. 

T 2.11.1 


The statistics will be available during the third quarter of the new financial year after the survey 
has been done and the results been analysed and ratified. 

T 2.11.2 


Will be the resultant graph of the Customer Satisfaction Survey 2014/2015 








T2 
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COMMENT ON SATISFACTION LEVELS 

Currently all petitions by communities are being handled by the council and management, and 
this is not that good as the municipality is being reactive and not proactive. Henceforth the 
municipality is going to hold cannula customer satisfaction surveys, the results which will inforr 
the review of the annual review of the Integrated Development Plan. 

n 
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Chapter 3 


SERVICE DELIVERY PERFORMANCE (PERFORMANCE REPORT PART I) 

INTRODUCTION 

In terms of the Constitution, section 152, the municipality provides the following services to the 
communities: 

• Water 

• Sanitation 

• Electricity 

• Refuse removal 

T 3.0.1 


COMPONENT A: BASIC SERVICES 
INTRODUCTION TO BASIC SERVICES 

Water, sanitation, electricity, roads and storm water services are provided to domestic 
consumers, institutions, business and industries. The capacity to provide these services effectively 
and efficiently is a critical component in the delivery of sustainable basic services, for the 
improvement of the health living environment and in the support of economic development. 

Water is vital to life, while the provision of proper sanitation services to communities in previously 
disadvantage areas is key to the restoration of resident's dignity. It is acknowledge that 
approximately 7841 buckets are still used as a basic sanitation system and 3016 are still below 
acceptable sanitation standards in Setsoto Local Municipality. A sustainable supply of sufficient 
electricity and energy is vital for the growth and development of Setsoto Local Municipality. 

T 3.1.0 


3.1 WATER PROVISION 
INTRODUTION TO WATER PROVISION 

The strategic approach to the provision of water services is contained in the draft Water Services 
Development Plan (WSDP). The Bulk water supply plan for the municipality is contained in the 
water master plan and these documents underpinned the input given to the Department of Water 
Affairs for the Free State Reconciliation Strategy. 


T 3.1.1. 


Total Use of Water by Sector 


Government 

Church 

Business 

Domestic 

Unaccountable 

Losses 

2012/2013 

317 123 

6 346 

686 478 

3 835 223 

0 

2013/2014 

317 123 

6 346 

686 476 

3 835 223 

6 082 769 
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7 000 000 
6 000 000 
5 000 000 
4 000 000 
3 000 000 
2 000 000 
1 000 000 

Government 
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COMMENT ON WATER USE BY SECTOR 

Lot of water is being consumed by the residents and the municipality will have to start metering 
the water so that it can get value for money 

T3. 1.2.2 


Water Service Delivery Levels 

Households 

Description 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

Actual No 

Actual No 

Actual No 

Actual No 

Water: (above minimum level) 

Piped water inside yard 

3 847 

4137 

10 575 

11301 

Piped water inside yard (but not in dwelling) 

10 

10 886 

20 020 

30 596 

Using public tap (within 200m from dwelling) 

13 

14 618 

2 461 

1735 

Other supply (within 200m) 

207 

218 

0 

0 

Minimum Service Level and above sub-total 

28 

29 859 

33 056 

33 800 

Minimum Service level and above Percentage 

96% 

96% 

98% 


Water: (below minimum level) 

Using public tap (more than 200m from dwelling) 

355 

311 

0 

0 

Other water supply (more than 200m from dwelling) 

918 

933 

631 

887 

No water supply 

0 

0 

0 

0 

Below Minimum Service Level sub-total 

1273 

1244 

631 

887 

Below Minimum Service Level Percentage 

4% 

4% 

2% 


Total number of households 


31 103 

33 687 

34 687 


T3.3.1.3 


45 


Total Use of Water by Sector 



Church Business Domestic Unaccountable 

Losses 

■ 2012/2013 ■2013/2014 






Households-Water Service Delivery Leveis below minimum 


Description 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

Actual 

No 

Actual No 

Actual No 

Actual No 

Original 
Budget No 

Adjusted 

Budget 

No 

Formai Settiements 

Total households 

29 590 

31 103 

33 687 

0 

0 

34 687 

Households below minimum 

service level 

1 273 

1244 

631 

0 

0 

887 

Proportion of households below 
minimum service level 

4% 

4% 

2% 

0% 

0% 

2% 

Informal Settlements 

Total households 

1 273 

1244 

1 262 

1000 

1000 

1000 

Households below minimum 

service level 

1 273 

1244 

1 262 

1000 

1000 

1000 

Proportion of households below 
minimum service level 

100% 

100% 

100% 

100% 

100% 

100% 

T 3.1.4 


Access to Water 


40000 

35000 

30000 

25000 

20000 

15000 

10000 

5000 

0 



Proportion households Proportion of households proportion to household 
with access to water with access to piped receiving free 6kl free 
points water 


■ 2011/2012 ■ 2012/2013 ■ 2013/2014 


T 3.1.5 


46 



Water Service Policy Objectives Taken From the IDP 


Service Objectives 


Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 

2015/2016 




Target 

Actual 

Target 

Actual 

Target 


Service indicators 


Previous Year 


Previous Year 

Current Year 


Current Year 

Current Year 

Following Year 


) 

(N) 

(iii) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 


Service Objectives 

To ensure sufficient portable water supply 


To provide sustainable water 


Kilometers of pipeline constructed 
% completion of phase 4 of the 10ml reservoir in 
Meqheleng 

Ml upgraded of the Marquard Waste Water 
Treatment Works 

Number of boreholes explored in Senekal 
Kilometers of pipeline constructed in Senekal 
% completion of EIA on Hydrological Studies for 

RBIG 

Raising of De Put Weir % completion (WULA) 




Employees: Water Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 

(fulltime 

equivalents) 

Vacancies (as a 
% of total posts 

0-3 

1 

1 

2 

0 

- 100 % 

4-6 

4 

4 

3 

1 

25 % 

7-9 

1 

1 

2 

0 

- 100 % 

10-12 

30 

30 

28 

2 

6 % 

13-15 

12 

12 

13 

0 

- 108 % 

16-18 

24 

24 

7 

17 

71 % 

19-20 

0 

0 

0 

0 

0 % 

Total 

73 

73 

55 

20 

27% 

Note: Actual vacancy rate is at 20 (27%), but the variance in % is due to the change in post levels. 

T 3.1.7 


Financial Performance 2013/2014: Water Service 


R'OOO 

Details 



2012/2013 

2013/2014 

Actual 

Original Budget 

Adjustment 

Actual 

Variance to 






Budget 

_J 


Budget 


Total Operational Revenue 


50 037 435 

22 898 889 

42 592 608 

119 212 387 

76 619 777 


Expenditure 






Employees 



7 634 101 

8 023 922 

9 459 897 


10 221 826 

761 929 


Repairs and Maintenance 



4 720 354 

1 226 975 

6 801 449 


18 159 606 

11 358 156 


Other 



7 947 722 

12 151032 

15 042 684 


220 384 323 

205 341 638 


Total Operational Expenditure 



20 302 177 

21 401 929 

31 304 030 


248 765 755 

217 461 721 


Net Operational Expenditure 



29 735 258 

1 496 960 

11 288 580 


(129 553 368) 

(140 841 948) 
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Capital 

Expenditure 2013/2014: Water Service 


R'OOO 


Capital Projects 



2013/2014 





Original 

Budget 

Adjustment 

Budget 

Actual Expenditure 

Variance to Budget 

Total Project 
Value 

t 

Development of 1 000 sites 





22 162 000 

Bulk water supply 

10 000 000 




10 000 000 

Total 

104 690 064 

125 398 080 

125 398 080 

26 289 760 

125 398 080 


T 3.1.9 


COMMENT ON WATER SERVICES PERFORMANCE OVERALL 

Budgets will consistently be reviewed to ensure that targets will be met. 

The target to provide access to water to all is contained in two areas of the Capital Budget: 

• Upgrading of the water treatment facilities: To meet demand and Blue Drop 
requirements, as well as for legislative compliance (this upgrading included the De Put / 
Cyferfontein Water Treatment Plants to a central WTW. 

• Bulk water infrastructure: To support the Local Economic Development and access to 
water for all. 
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3.2 WASTE WATER (SANITATION PROVISION) 

The strategic approach to the provision of sanitation services is contained in the draft Sanitation 
Services Development Plan (WSDP). The Bulk sanitation plan for the municipality is contained in 
the sanitation master plan. 

The three service delivery priorities are as follows: 

• Bucket Eradication 

This is the single biggest challenge that the Municipality's Water Services Division (WSD) faces 
in providing basic services to the poor. Although the business plan that was submitted has not 
been forthcoming from relevant national departments, but the MEC Human Settlement has 
committed funding to deal with the bucket eradication issues to all affected Municipalities. 

• Bulk wastewater pipelines 

In order to meet the increase volume of waste water into the network there is a need to 
upgrade our bulk pipe networks. 

• Upgrading of Waste Water Treatment Works 

In order for our plants to comply with the legislations requirements for Green Drop status the 
municipality needs to ensure that waste water treatments plants are upgraded. A huge capital 
investment in the order of R27 million is required to complete Marquard Waste Water 
Treatment Works. 







T3.2.1 







SANITATION/SEWERAGE 

: ABOVE MINIMUM LEVEL-2013/2014 




Sanitation above minimum level 


25 000 


20 000 

15 000 

10 000 

5 000 



Fulsh toilet Flush toilet with Chemical toilet Pit toilet Other toilet 

septic tank provisions 


■ 2013/2014 
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Sanitation Service Delivery Levels 

Households 

Description 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

Outcome 

No 

Outcome 

No 

Outcome 

No 

Actual 

No 

Sanitation/sewerage: (above minimum level) 

Flush toilet (connected to sewage) 

6 510 

9 625 

19 076 

20 743 

Flush toilet with septic tank 

443 

931 

1482 

1 110 

Chemical toilet 

141 

4 354 

185 

185 

Pit toilet (ventilated) 

599 

2 799 

1562 

1 562 

Other toilet provisions (above minimum service 
level 

2 663 

0 

1792 

1 792 

Minimum Service Level and Above sub-total 

10 

17 709 

22 535 

23 830 

Minimum Service Level and Above Percentage 

35% 

57% 

67% 

69% 

Sanitation/sewerage; (below minimum level) 

Bucket 

15 387 

11 508 

9 402 

7 841 

Other toilet provisions (below minimum level) 

3 847 

1 886 

1750 

3 016 

No toilet provisions 

0 

0 

0 

0 

Below Minimum Service Level sub-total 

19 234 

13 394 

11 152 

10 857 

Below Minimum Service Level Percentage 

65% 

43% 

33% 

31% 

Total Households 

29 590 

31 103 

33 687 

34 687 


*Total number of households including informal settlements T 3.2.3 


1 

douseholds-Sanitation Service Delivery Levels below minimum 

Households 


Description 



2010/2011 

2011/2012 

2012/2013 


2013/2014 



Actual No 

Actual No 

Actual No 


Original 

Budget 

Adjusted 

Budget 


Actual 

No 

1 

Formal Settlements 






Total households 

10 356 

17 709 

22 535 

22 535 

1 295 

23 830 

Households below minimum service level 

0 

0 

0 

0 

0 

0 

Proportion of households below minimum service 
level 

0% 

0% 

0% 

0% 

0% 

0% 

1 Informal Settlements | 

Total households 

2 000 

2 584 

11 152 

11 152 

295 

10 857 

Households below minimum below service level 

2 000 

2 584 

11 152 

11 152 

295 

10 857 

Proportion of households below minimum service 
level 

100% 

1005 

100% 

100% 

100% 

100% 
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30 000 


25 000 


20 000 


15 000 


10 000 


5 000 


Access to Sanitation 



Proportion househols with access to sanitation 
1 2011/2012 ■ 2012/2013 ■ 2013/2014 
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Waste Water (Sanitation) Service Poiicy Objectives Taken From the iDP 
Objectives I Outiine Service Targets I 2012/2013 


Objectives 

Service indicator 

(i) 

To provide improved 
sanitation services 


To ensure maintenance of 
sew/er netw/ork 


To provide basic 

maintenance 

To ensure that the final 
treated effluent meets the 
required 

standard/requirement of 
green drop 


Outline Service Targets 

(ii) 


Target 

Previous Year 


% completion of civil 
phase 1 of the 
upgrading of 
oxidation ponds in 
Moemaneng 

40% 

% completion of civil 
phase 2 of the 
upgrading of 
oxidation ponds in 
Moemaneng 

10% 

% completion of 
mechanical phase 3of 
the 

upgrading of oxidation 
ponds in Moemaneng 

10% 

% completion of 
electrical phase 4 of 
the 

upgrading of oxidation 
ponds in Moemaneng 

10% 

Clocolan/Hlohlolwane; 
Refurbishment of 

WWTW 

0% 

% of sewer spillages 
refurbished Ficksburg 

100% 

Number of bucket 
removed 

10 772 

Number of septic 
tanks serviced 

443 

Number of blockages 
unblocked 

645 

Percentage treated 
water going into the 
river 


Senekal 

0 

Ficksburg 

0 


2013/2014 

Target 

Previous Year I Current Year 


2014/2015 

Target 

Current Year I Current Year 


100% 

10% 

90% 

90% 

66% 

40% 

100% 

89% 

11% 

100% 

100% 


94 816 

166 185 

273 



144 

443 

6444 

6248 

645 

2073 

700 

70% 

64% 

80% 

60% 

80% 

80% 

60% 

80% 

80% 


2015/2016 

Following Yer 
(X) 





To ensure that the final 
treated effluent meets the 
required 

standard/requirement of green 
drop 

Marquard 

0 


0 

60% 

80% 

80% 

50% 


Clocolan 

0 


0 

60% 

80% 

80% 

50% 


To ensure that electricity is 
made available to improve 
the lives of all 

Residents 

Number of replaced 
fittings in towns 

70 

0 

70 

70 

31 




Number of serviced 
transformers 

30 

0 

30 

30 

04 




Number of installed 
pre-paid meters 

150 

0 

150 

150 

1 




Number of street 
lights repaired 


400 

769 

400 

400 

658 




Kilometers of low 
voltage cable fitted 


1.7 

0.7 

1.7 

1.05 


1.809 






Kilometer of high 
voltage cable fitted 


1.9 

0 

1.9 

1.9 


0 






Number of tor poles 
replaced 


50 

0 

50 

50 


0 






Number of llkw 
insulators installed 


50 

0 

50 

50 

0 






Number of Lt panels 
replaced 


50 

0 

50 

4 


0 






Number of substations 
maintained 


20 

5 

20 

30 


4 






Number of mini 
substations installed 


2 

0 

2 

3 


0 






Maintenance 

Structure of Sub 

stations 


0 

0 

0 

12 


05 






Housekeeping mini 
sub stations 

0 

0 

0 

65 

103 




Replace overheads 
lines 

0 

0 

0 

25 

11 




Replace Transformers 

0 

0 

0 

11 

2 




Service main sub 

stations 

0 

0 

0 

1 

0 









Employees 2013/2014: Sanitation Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

0 

1 

1 

0 

0% 

4-6 

2 

4 

2 

2 

50% 

7-9 

5 

5 

4 

1 

20% 

10-12 

19 

19 

19 

0 

0% 

13-15 

7 

15 

9 

6 

40% 

16-18 

61 

86 

76 

10 

12% 

19-20 

0 

0 

0 

0 

0% 

Total 

94 

130 

111 

19 

15% 
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1 Financial Performance 2013/2014-Sanitation Services | 

Details 

2012/2013 

2013/2014 1 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operating Revenue 

39 224 739 

24 550 653 

24 550 653 

26 877 808 

(2 327 111) 

Expenditure 



Employee Cost 


9 265 940 

9 425 660 

10 938 156 

1 

.0 824 383 

113 773 

Repairs and Maintenance 


1921556 

1 443 571 

2 035 401 


3 639 967 

(1 604 566) 

Other 


27 528 300 

24 477 800 

55 364 293 


3 550 840 

51 813 453 

1 Total Operational Expenditure 

38 715 796 

35 347 031 

68 337 850 

~1 

.8 015 190 

50 322 660 

Net 

Operational Expenditure 


508 943 

(10 796 378) 

(43 787 153) 


8 862 618 

(34 924 535) 
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1 Capital Expenditure 2013/2014: Sanitation Services 





Capital Projects 



2013/2014 






Budget 

Adjustment 

Budget 

Actual 

Expenditure 



Variance to 
Budget 

Total Project 
Value 

Total All 



43 503 612 

77 610 875 

56 684 127 



24 266 991 

77 610 875 

Refurbishment of Meqheleng 
Sewerage system 

16 900 000 

16 900 000 

9 257 717 

7 642 283 

16 900 000 

Upgrading of waste water 
treatment works in Senekal 

9 503 612 

23 923 708 

21729 677 

2 194 031 

23 923 708 

Upgrading of oxidation ponds in 
Marquard 

17 100 000 

36 787 167 

25 696 733 

14 430 677 

36 787 167 






COMMENT ON SANITATION SERVICES PERFORMANCE OVERALL 

The inability to secure the required grant funding to eradicate buckets while also providing the 
required infrastructure for the Housing Programme will prevent the Municipality from meeting all 
the IDP targets, especially the target for basic sanitation and, by default, bucket eradication. 

The overall target to provide basic sanitation to all is contained in two areas of the Capital Budget: 

• Upgrading of the wastewater treatment facilities e.g. Marquard WWTW and the Clocolan 
WWTW, to both meet demand and legislative compliance, as well as the Green Drop 
requirements 

• Bulk wastewater infrastructure to support the Housing Programme that directly speaks to 
the upgrade of informal settlements and sanitation for all. 
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3.3 ELECTRICITY 

INTRODUCTION TO ELECTRICITY 

The Municipality Electrification Plan which also focuses on the eradication of backlogs in the 
provision of electricity in all municipal areas is reliant on the municipality housing programme. 
Application is made by the Municipality to Department of Energy to address the backlogs. This will 
ensure that all formal housed will have access to electricity. 
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Electricity 


25 000 


20 000 


15 000 


10 000 


5 000 


At least minimum service Pre-paid minimum Below minimum level Pre-paid below minimum 
level service level level 

■ 2011/2012 ■ 2012/2013 ■ 2013/2014 
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Electricity Service Delivery Levels 

Households 

Description 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

Actual No 

Actual No 

Actual No 

Actual No 

1 Energy: (above minimum level) | 

Electricity (at least minimum service level) 


4 307 

4 307 

4 358 

Electricity- prepaid (minimum service level) 


23 047 

23 047 

23 047 

Minimum Service Levei and Above sub-total 

24 590 

27 354 

27 354 

27 405 

Minimum Service Level and Above Percentage 


88% 

81% 

79% 

1 Energy: (below minimum level) | 

Electricity (below minimum service level) 


3 706 

3 792 

3 792 

Electricity-prepaid (below minimum service level) 


0 

0 

744 

Other energy sources 


43 

2 849 

2 746 

Below Minimum Service Level sub-total 

5 000 

3 749 

6 641 

7 281 

Below Minimum Service Levei Percentage 

17% 

12% 

19% 

21% 

Total Number of Households 

29 590 

31 103 

33 687 

34 687 
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Households-Electricity Service Delivery Levels below the minimum 

Household 

S 





Description 



2010/2011 

2011/2012 

2012/2013 


2013/2014 




Actual No 

Actual No 

Actual 

No 


Original 

Budget 

Adjusted 

Budget 


Actual 

No 

Formal Settlements 







Total households 



29 590 

31 103 

33 

687 


33 687 

1000 


34 687 

Households below minimum service level 

24 590 

27 354 

27 

354 


27 354 

51 


27 405 

Proportion of households below minimum service 
level 

83% 

88% 


88% 


88% 





Informal Settlements 







Total households 




5 000 

2 

584 


3 551 

7 281 


7 281 

Households below minimum service level 


5 000 

2 

584 


3 551 

7 281 


7 281 

Proportion of households below minimum service 
level 


1 00% 

100% 


100% 

100% 


100% 
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1 Electricity Service Objectives Taken From IDP | 

Service Objectives 

- 

Service Indicator 

Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 2015/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(ill) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

To ensure that electricity is made available to improve the 
lives of all residents 

Number of replaced 
fittings in towns 

70 

0 

70 

70 

21 




Number of serviced 
transformers 

30 

0 

30 


30 

4 




Number of installed pre- 
paid meters 

150 

0 

150 



150 

1 






Number of street lights 
repaired 

400 

769 

769 



400 

654 






Kilometers of low voltage 
cable fitted 

1.7 

0.7 

0.7 



1.05 

1.80E 

\ 





Kilometers of high 
voltage cable fitted 

1.9 

0 

0 



1.9 

0 






Number of tor poles 
replaced 

50 

0 

0 



50 

0 






Number of llkw 
insulators installed 

50 

0 

0 



50 

0 






Number of Lt panels 
replaced 

50 

0 

0 



4 

0 






Number of substations 
maintained 

20 

5 

5 



30 

4 






Number of mini 
substations installed 

2 

0 

0 



3 

0 






Maintenance Structure of 
Sub stations 

0 

0 

0 

12 

5 




Housekeeping mini sub 
stations 

0 

0 

0 

65 

103 




Replace overheads lines 

0 

0 

0 

25 

0 




Replace Transformers 

0 

0 

0 

11 

2 




Service main sub stations 

0 

0 

0 

1 

0 









Employees: Electricity Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

2 

3 

2 

1 

33% 

4-6 

2 

5 

2 

3 

60% 

7-9 

1 

1 

1 

0 

0% 

10-12 

2 

4 

2 

2 

50% 

13-15 

4 

5 

4 

1 

20% 

16-18 

6 

17 

6 

11 

65% 

19-20 

0 

0 

0 

0 

0% 

Total 

17 

35 

17 

18 

51% 
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1 Financial Performance 2013/2014- Electricity Services | 

Details 

2012/2013 

2013/2014 1 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total revenue 

37 869 751 

42 559 526 

42 625 319 

42 713 276 

87 957 


Expenditure 




Employee Costs 



3 039 138 

3 276 680 

3 684 968 

4 046 470 

361 502 


Repairs and maintenance 



1 069 930 

1 762 501 

1 111 368 

1 468 159 

(309 209) 

1 

Other 



5 458 140 

9 119 687 

9 102 334 

9 525 127 

422 793 


Total Operational Expenditure 


47 436 959 

56 718 394 

57 189 989 

57 753 032 

563 043 

n 

Net 

Operational Expenditure 



(9 567 208) 

(14 158 868) 

(14 564 670) 

(15 039 756) 

(475 086) 


T 3.3.7 


( 

Capital Expenditure 2013/2014: Electricity Services 






Capital Projects 



2013/2014 




Budget 

Adjustment 

Budget 

Actual 

Expenditur 

e 

Variance 
to Budget 

Total 

Project 

Value 



Total All 



4 685 551 

5 221 509 

3 642 356 

525 958 

5 211 509 

Clocolan/Hlohlolwane: Installation of 2 
high mast lights MIS:193476) 

587 122 

651 439 

499 462 

64 317 

651 439 

Ficksburg/Meqheleng: Installation of 7 
high mast lights MIS:1934626) 

2 043 184 

2 280 035 

1 477 018 

236 851 

2 280 035 

Senekal/Matwabeng: Installation of 5 
high mast lights MIS:193454) 

1 468 123 

1 628 596 

1 089 370 

160 473 

1 628 596 

Marquard/Moemaneng: Installation of 
high mast lights MIS:194946) 

587 122 

661 439 

499 462 

64 317 

651 439 


T 3.3.8 


COMMENT ON ELECTRICITY SERVICES PERFORMANCE 

Electrification projects focused on the provision of electricity to all, including farming areas. In the 
townships we rely on ESKOM to speed up the provision of electricity. 

T 3.3.9 
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3.4 WASTE MANAGEMENT 

INTRODUCTION TO WASTE MANAGEMENT 


During the year the delivery of a household refuse collection was also introduced to the new 
promulgated stands. 

The rendering of waste collection service was under severe pressure due to problems with 
vehicles and equipment in the second and third quarters of this year, but after the hiring of two 
refuse mobile compactors, a service was rendered on a more regular basis in all units. 

Due to the problems experienced with operational condition of the vehicles, the collection of 
waste in certain areas is done over weekends to ensure service delivery at all households. These 
works over weekends are done with workers under the EPWP to curb some overtime costs. 

The landfill sites in Ficksburg and Senekal were completed at the end of May 2014, and disposal of 
waste at these sites were implemented at the beginning of June. Since the procurement of a Front 
End Loader and a Tipper Truck by January 2014 the maintenance of the landfill sites are less of a 
problem and the officials of the Department of Environmental Affairs indicated that they are 
pleased with the progress made with this matter. 

In the new financial year this matter would be managed better by providing a program of action 
to ensure that all the landfill sites are managed properly. There is an improvement in the way that 
the removals of corner dumping in the townships are done, and that is because of the 
procurement of the abovementioned equipment. This work would be included in the 
abovementioned program of action. 

In coordination with the National and Provincial Department of Environmental Affairs an 
awareness campaign was initiated whereby Secondary Schools in the District of Thabo 
Mofutsanyane competed for a cash price donated by the National DEA. The topic was land 
degradation two schools in Setsoto were first and second in this competition. 








T3 

.4.1 


1 Solid Waste Service Deiivery Levels | 

Description 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

Actual No 

Actual No 

Actual No 

Actual No 

1 Solid Waste Removal (Minimum Level) | 

Removed at least once a week 

15 387 

17 418 

18 534 

26 988 

Minimum Service Level and Above sub-total 

15 387 

17 418 

18 534 

26 988 

Minimum Service Level and Above Percentage 

52% 

56% 

67% 

78% 

1 Solid Waste Removal (Below minimum ievei) | 

Removed less frequently than once a week 

14 203 

13 685 

15 153 

7 737 

Using communal refuse dump 

0 

0 

0 


Using own refuse disposal 

0 

0 

0 

0 

Other rubbish disposal 

0 

0 

0 


No rubbish disposal 

0 

0 

0 

0 

Below Minimum Service Level sub-total 

14 203 

13 685 

15 153 

7 737 

Below Minimum Service Level Percentage 

48% 

44% 

45% 

22% 

Total number of households 

29 590 

31 103 

33 687 

34 687 


T 3.4.2 





Solid Waste Service Delivery Levels below minimum 



Households 


Description 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

Actual No 

Actual No 

Actual No 

Original 

Budget 

Adjusted 

Budget 

Actual 

No 

Formal Settlements 

Total households 

29 590 

31 103 

33 687 

33 687 

34 687 

34 687 

Households below minimum service ievei 

15 387 

17 418 

18 534 

26 949 

26 988 

26 988 

Proportion of households below minimum 
service level 

52% 

56% 

67% 

67% 

67% 

78% 

Informal Settlements 

Total households 

13 685 

14 680 

15 153 

15 153 

15 153 

15 153 

Households below minimum service level 

13 685 

14 680 

15 153 

15 153 

15 153 

15 153 

Proportion of households below minimum 
service level 

100% 

100% 

100% 

100% 

100% 

100% 

T 3.4.3 
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1 Waste Management Service objectives Taken From IDP | 

Service Objectives 

(i) 

Outling^ervice Targets 

2012/2013 

2013/2014 

2014/2015 2015/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

To ensure that solid \A/aste disposal sites comply 
\A/ith legislation 

% landfill site developed in Ficksburg 




100% 

100% 




% landfill site developed in Senekal 




100% 

100% 





% landfill site developed in Clocolan 




100% 

15% 




% landfill site developed in Marquard 




100% 

15% 




To remove refuse on regular basis 

% erven \A/here the service is rendered 

at least once a week 




80% 

77% 

90% 






Employees 2013/2014: Solid Waste Management Services 
I 2012/2013 


2013/2014 


Job Level 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

1 

1 

1 

0 

0% 

4-6 

0 

0 

0 

0 

0% 

7-9 

5 

4 

5 

0 

125% 

10-12 

15 

17 

15 

2 

88% 

13-15 

0 

0 

0 

0 

0% 

16-18 

81 

89 

81 

8 

915 

19-20 

0 

0 

0 

0 

0% 

Total 

102 

111 

102 

10 

92% 


T 3.4.5 


Financial Performance 2013/2014-Solid Waste Management Services 

2012/2013 2013/2014 

Details Actual Original Budget Adjustment Actual 

Budget 

Total Revenue 37769032 34638826 34624562 ^ 


Total Revenue 

Employee Costs 
Repairs and 
Maintenance 

Other 

Total Expenditure 
Net Expenditure 


37769032 

19783475 

5472326 


20378840 


12427994 

1549202 


43703631 


34624562 

17019810 

1596540 


37539866 


9087323 

8511234 

657257 


9168491 


Variance to 
Budget 

Expenditure 


T 3.4.6 


Capital Expenditure 2013/2014: Solid Waste Services 


2013/2014 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

1025000 


0 




No capital projects implemented during the year under review 


COMMENT ON SOLID WASTE SERVICES PERFORMANCE OVERALL 


The service has improved a lot towards the end of the financial year. 


T 3.4.7 
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3.5 HOUSING 


INTRODUCTION TO HOUSING 

The strategy applied to redress past imbalances especially housing is by providing business plans 
to the Provincial Government along with lists which are compiled at grassroots level. Housing in 
this instance is still the function of the Provincial Government (Human Settlements) as it allocates 
RDP houses through their budget. 

The local municipality assists the Provincial Government in ensuring that serviced sites are 
available through Township Establishment in order to build RDP houses for the poor. The 
municipality has data as to how many people need housing especially the poor and currently 
there is a new programme called FLISP which will assist local government to cater for people who 
do not qualify for RDP and do not afford to buy or build houses for themselves. 

The successes we have achieved in 2013/2014 is that we have managed to have serviced sites 
which are currently being allocated. We managed to secure farms which shall be used for human 
settlements development. We need to ensure that we generate more revenue through 
rentals/leases of land and municipal properties and from sponsors so that we can plan ahead and 
accordingly. It is quite important to consider that pro-active planning can assist in this regard. 

Therefore, more township developments need to be established in order to address future 
planning and growth of our communities. The municipality tries it utmost best to deliver or 
address housing backlog by providing the needy with sites and selling other sites to generate 
revenue. However, sites need to be serviced. People who do not qualify to build houses for 
themselves are given sites and to those who can afford to build houses for themselves, they buy 
the sites from the municipality. 

It is quite important to start implementing and exploring other housing typologies and 
programmes that can assist to house communities. However, these are initiatives in the pipeline. 
However, the need for housing is being addressed accordingly and prioritised. We have allocated 
sites during the past financial year. 


T 3.5.1 


Percentage of Households with access to basic 1 

housing 

Year end 

Total household 
(including in formal 
and informal 

settlements 

Households in formal 
settlements 

Percentage of 
households in formal 
settlement 

2010/2011 

29 590 

27 590 

93.2% 

2011/2012 

31 103 

28 519 

91.7% 

2012/2013 

33 687 

30 136 

98.5% 

2013/2014 

34 687 

33 687 

97.1% 
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Housing Service Objectives Taken From iDP 

Service Objectives 


Outline,Service Targets 


2012/2013 


Target 

Actual 


Previous 


Previous 

Year 


Year 

(iii) 

(iv) 

(V) 


Appoint the Service Provider 


Aliocation of serviced sites as per Setsoto 
Housing Sector Pian 
Assist potential beneficiaries with the 
Housing application forms as per the 

Provincial allocations 

Implementation of the housing living waiting 

list 

Updating the living waiting list 
Appoint Service Provider 

Verify number of Titles to be rectified 
Ensure that Title Deeds are applied for 

Facilitation of FLISP applications 
Opening of files for new land owners 
Appoint Service Provider 


Inspection of municipal houses 
Renovation of municipal houses 


Terms of Reference developed 

Number of progress reports received 

Terms of Reference developed 

Number of progress reports received 

Number of serviced sites allocated as per Setsoto 

Housing Sector Plan 

Number of completed beneficiary forms 


Number of housing subsidies approved as per 

Provincial allocations 

Submission of Revised Waiting List 

Terms of Reference developed 

Number of progress reports received 

Report on number of Title Deeds to be corrected 

Number of Title Deeds issued 

Number of erven allocated for FLISP 

Number of files for new land owners 

Number of tenants information captured 

Terms of Reference developed 

Number of progress reports received 

Report on number of municipal houses inspected 

Report on number of municipal houses renovated 



2013/2014 


2014/2015 I 2015/2016 
Target 

Current Current Following Year 
Year Year 

(viii) (ix) (x) 




Employees 2013/2014; Housing Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

1 

1 

1 

0 

0% 

4-6 

2 

2 

2 

0 

0% 

7-9 

3 

7 

3 

4 

25% 

10-12 

11 

11 

11 

0 

0% 

13-15 

2 

1 

1 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

18 

23 

18 

4 

41% 

T 3.5.4 


1 Financial Performance 2013/2014-Housing Services | 



2012/2013 

2013/2014 


Details 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Revenue 

-277 45.62 

506 000.00 

533 835.14 


3 622 967.52 

% 

1 Expenditure 



Employee Costs 

3 211 370.60 

3 190 011.39 

3 737 436.02 


1868 718.01 


Repairs and 
Maintenance 

146 

018..56 

202 350. 

107 248.96 


53 624.48 


Othe 

T 

2 774 946.15 

2 848 750.00 

111 495.46 


388 733.65 


Tota 

1 Expenditure 

6 104 589.69 

6 735 111.39 

4 418 345.30 


-1073 027.19 


Net Expenditure 









T 3.5.5 


Capital Expenditure 2013/2014: Housing Services 


2013/2014 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project Value 

Total All 

0 

330 000 

228 158.25 

0% 








Furniture and Equipment 

0 

300 000 

228 158.25 

0% 


Vehicles and Equipment 

1 000 000 

30 000 

10 705.94 

0% 



T 3.5.6 


COMMENT ON THE PERFORMANCE OF THE HOUSING SERVICE OVERAL 

The priority of the largest capital projects is that as there is migration and an increase in the population, 
we need to ensure that we do pro-active planning. Meaning we begin the processes of township 
establishment and ensure we plan for the future, in conjunction with these sites being serviced so that 
the allocation processes can run smoothly. Illegal occupation of land is still a challenge which forces the 
municipality to ultimately formalize areas which were not planned or budgeted for. However, to address 
the need for housing we should secure funding and ensure allocations take place. 
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3.6 FREE BASIC SERVICE AND INDIGENT SUPPORT 


INTRODUCTION TO FREE BASIC SERVICES AND INDIGENT SUPPORT 

The majority of the Setsoto population is very poor and thus experiencing low living standards. These low 
income levels indicate that the majority of the population is dependent on a small income. Indigent support for 
the 2013/2014 Financial year was based on a maximum of R2300 income per household. Indigent support 
included: 

6 kl free basic water 
50 kWh free basic electricity 
Refuse free basic service 
Sanitation free basic service 
Rates 

T 3.6.1 



T 3.6.2 


Free Basic Services to Low income Flouseholds 2013/2014 

Number of Flouseholds 

Flouseholds earning less than R 2 300 per month 


Total 

Free Basic Water 

Free Basic Sanitation 

Free Basic Electricity 

Free Basic Refuse 

Access 

% 

Access 

% 

Access 

% 

Access 

% 

2011/2012 

27 000 402 

5 554 


5 554 


5 554 


5 554 


2012/2013 

19 537 085 

6 124 


6 124 


6 124 


6 124 


2013/2014 

20 367 406 

4 731 


4 731 


4 731 


4 731 
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Financial Performance: 2013/2014: Cost to Municipality of Free Basic Services Delivery 

R'OOO 

Service Delivered 

2012/2013 

2013/2014 

Actual 

Budget 

Adjustment 

Budget 

Actual 

Variance 
to Budget 

Water 




4 783 041 


Waste Water (Sanitation) 




3 675 987 


Electricity 




14 612 545 


Waste Management 




3 868 270 


Total 




30 849 843 



T 3.6.4 





Free Basic Service Objectives Taken From IDP 

Service Objectives 


Outline Service Targets 


2012/2013 

2013/2014 

2014/2015 

2015/2016 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 


Service Objectives 

Provision of alternative support to low income households 
that do not receive all Free Basic Services 


Registration of Indigent consumers 


Low income households 

who do not receive all the 
free basic services but do 
receive support (Total 
number of LIHs not in 
receipt of free basic 
services) 

LIHs 

receiving 
support 
(out of the 
LIHs in 
total) 

LIHs 

receiving 
support 
(out of the 
LIHs in 
total) 

LIHs 

receiving 
support 
(out of the 
LIHs in 
total) 


LIHs 

receiving 
support 
(out of the 
LIHs in 
total) 

LIHs 

receiving 
support 
(out of 
the LIHs 
in total) 

LIHs 

receiving 
support 
(out of 
the LIHs 
in total) 

LIHs 

receiving 
support 
(out of 
the LIHs 
in total) 

LIHs receiving 
support (out of 
the LIHs in total) 

Number of indigents 
registered 

7 000 

6 124 


7 000 

9 000 

4731 

8 000 

8 000 





COMMENT ON FREE BASIC SERVICE AND INDIGENT SUPPORT 


From the statistics it is apparent that there was a reduction in Indigent registrations for the 
2013/2014 Financial year. Support was given to 4731 households. Poor spending on allocated grants. 

T 3.6.6 


COMPONENT B: ROADS AND STORMWATER DRAINAGE 
3.7 INTRODUCTION TO ROADS AND STORWATER DRAINAGE 

This division is located within the Department of Technical Services within the municipality 

T3.7 


INTRODUCTION TO ROADS 

The Setsoto Local Municipality is required to provide safe, affordable, sustainable and accessible 
roads infrastructure services that promote integrated land use development and ensure optimal 
mobility for the residents and users of our roads. The municipality needs to develop a Roads 
management System (RMS) which needs to be aligned to the master plans for all existing roads 
infrastructure within the municipality. 


T 3.7.1 


Gravel Road Infrastructure 

Kilometers 

Year end 


Total gravel 

New gravel roads 

Gravel 

roads 

Gravel roads 




roads 

constructed 

upgraded to tar 

grade/maintained 

2011/2012 

145.61 

0 

6.3 

219 

2012/2013 

142.71 

0 

3.3 

190 

2013/2014 

142.71 

0 

0 

506 


T 3.7.2 


Tarred Road Infrastructure 

Kilometers 

Year end 

Total tarred 
roads 

New tar roads 

Existing tar roads 
re-sheeted 

Tar roads 
maintained 

2011/2012 

0 

6.3 

32.5 

201 

2012/2013 

0 

3.3 

75.8 

187 

2013/2014 

128.26 

0 

18 

589 


T 3.7.3 


Cost of Construction Maintenance 

R'OOO 

Year end 

Gravel 

Tar 

New 

Gravel-Tar 

Maintained 

New 

Re-worked 

Maintained 

2011/2012 

0 

0 

0 

0 

0 

0 







2012/2013 

0 

0 

238 217 

0 

0 

4 526 126 

2013/2014 

0 

0 

194 913 

0 

0 

3 703 342 


T 3.7.4 


Road infrastructure Cost 

5 000 000 
4 500 000 
4 000 000 
3 500 000 
3 000 000 
2 500 000 
2 000 000 
1 500 000 
1 000 000 
500 000 

2011/2012 2012/2013 2013/2014 

Gravel New Gravel-Tar Gravel Maintained '■ ' ■ Ta-New 

Tar-Re-worked Tar Maintained 

T 3.7.5 



1 Road Service Objectives Taken From IDP || 

Service Objectives 

(i) 

^^^^Service^^ 

^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 2015/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(ill) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

Elimination of gravel roads in to\A/nshi| 

D 

Kilometers of gravel roads 
tarred(Kilometers of 
gravel road remaining) 

Kms of 

gravel 

roads 

tarredjkms 
of gravel 
road 

remaining) 

Kms of 

gravel 

roads 

tarredjkms 
of gravel 
road 

remaining) 

Kms of 

gravel 

roads 

tarredjkm; 

of gravel 

road 

remaining^ 

1 

Kms of 

gravel 

roads 

tarred(kms 
of gravel 
road 

remaining) 

Kms of 

gravel 

roads 

tarredjkms 

of gravel 

road 

remaining] 

1 

H 

r 

t 

c 

r 

r 

;ms of 

[ravel 

oads 

arred(kms 
)f gravel 
oad 

emaining) 

Kms of 

gravel 

roads 

tarred(kms 
of gravel 
road 

remaining) 

Kms of gravel 
roads tarred(kms 
of gravel road 
remaining) 

Development of municipal roads as required 

Kms of municipal roads 
developed 

Kilometers 

Kilometers 

Kilometers 


Kilometers 

Kilometers 


H 

;ilometers 

Kilometers 

Kilometers 

To ensure proper road and street network throughout 
the entire municipal area to benefit all residents 

Kilometers of gravel 
road upgraded 

0.4 

0.4 

0. 

4 

0.4 

C 

) 


0 



Kilometers of road 
graded 

150 

190 

190 

150 

50e 

) 


150 



Kilometers of road 
constructed 

16 

25 

2 

5 

16 

IE 

> 


7 



Kilometers of potholes 
repaired 

70 

187 

187 

70 

59C 

) 


170 



of road re-sealed or 
slurred 

42 

75 

7 

5 

42 

3C 

) 


40 



of road fog sprayed 

85 

0 


0 

85 

If 

i 


0 



Build and construct 
gravel roads 




22 

19 

7 



Maintenance Townlands 
roads 




45 

17 

12 



Maintenance of storm 
water canals and 
conduits cleaned 




185 

171 

46 



Maintenance of storm 
water canals and 
conduits repaired 




15 

24.4 

4 



Channels repaired/ 
constructed 




3.4 

16.2 

3.4 




Storm water catch pits 
maintained 



475 

475 

702 

475 




Maintenance of side 



5 

5 

1.4 

5 
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Employees 2013/2014: Road Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

2 

2 

2 

0 

0% 

4-6 

4 

5 

4 

1 

25% 

7-9 

4 

4 

4 

0 

0% 

10-12 

6 

6 

6 

0 

0% 

13-15 

25 

33 

25 

8 

24% 

16-18 

25 

37 

25 

12 

32% 

19-20 

0 

0 

0 

0 

0% 

Total 

66 

87 

66 

21 

24% 
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Financial Performance 2013/2014-Road Services 


Details 

2012/2013 

2013/2014 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Revenue 

24 824 594 

24 004 350 

24 002 850 


25 754 400 

-0.73 

Expenditure 






Employee Cost 


10 244 618 

10 914 641 

11 494 129 



11 248 911 



1% 


Repair and Maintenance 


0 

0 

0 



0 


( 

3% 

Other 



4 764 343 

29 746 453 

3 713 416 



3 898 255 


-1 

5% 

Total Operational 
Expenditure 



15 008 961 

40 661 094 

15 207 545 



15 147 166 




Net Operational 
Expenditure 


9 815 633 

(16 656 744) 

8 795 305 


10 607 234 


-21% 







H 

UJ 

00 






Capital Expenditure: 2013/2014: Road Services 



2013/2014 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

1 000 000 

6 000 000 

995 608 

83% 

995 608 

Vehicles 

1 000 000 

1 000 000 

990 608 

0.9% 

990 608 

Tools and equipment 

0 

0 

90 

-100% 

90 

Furniture and equipment 

0 

0 

4 956 

-100% 

4 956 

Networks 

0 

5 000 000 

0 

0% 

0 

T 3.7.9 


COMMENT ON THE PERFORMANCE OF THE ROAD SERVICE OVERAL 

To upgrade the standard of roads within Setsoto, the Municipality has been engaged in a 
comprehensive road upgrading programme for a number of years. As is reflected above, the 
Municipality is facing a serious challenge on its roads related projects, (tarring/paving of gravel 
roads and the construction of sidewalks) during the review period. 

We rely on MIG funding to complete this project. Should we not receive any funds, we won't be 
able to achieve the set targets. 

T 3.7.10 


3.8 WASTE WATER (STORMWATER DRAINAGE 







INTRODUCTION TO STORMWATER DRAINANGE 
Includes in the roads services above 

T 3.8.1 


COMPONENT C: PLANNING AND DEVELOPMENT 


3.9 INTRODUCTION TO PLANNING AND DEVELOPMENT 

The Planning and Development is happening throughout the municipality's departments, but its coordination is 
based in the Department of the Office of the Municipal Manager in the IDP/PMS Division. 

T3.9 


INTRODUCTION TO PLANNING 

Set out in brief the main elements of your planning strategies (and make particular reference to 
achievements and challenges in 2013/2014); Town Planning; and building regulation and enforcement). Set 
out your top 3 service delivery priorities and the impact you have had on them during the year. Set out 
measures taken to improve performance and the major efficiencies achieved by your service during the 
year. Refer to support given to those communities that are living in poverty. 


T 3.9.1 


1 Application for Land Use Deveiopment 





Detail 

Formalisation of Townships 

Rezoning 

Built Environment | 



2012/2013 

2013/2014 

2012/2013 


2013/2014 

2012/2013 


2013/2014 

Planning a 

pplications received 

0 

0 

1 


3 

0 


0 

Determination made in year of receipt 

0 

0 

0 


0 

0 


0 

Determination made in following year 

0 

0 

0 

0 

0 

0 

Applications withdrawn 

0 

0 

0 

0 

0 

0 

Applications outstanding 

0 

0 

0 

0 

0 

0 


T 3.9.2 


3.10 LOCAL ECONOMIC DEVELOPMENT AND TOURISM 


INTRODUCTION TO ECONOMIC DEVELOPMENT 

The overall primary goal of Setsoto Local Economic Development Strategy is to expand the local economy 
in order to enhance the community's quality of life and to improve the living condition of its citizens in 
general. In terms of this strategy, the future development of the community in this area revolve on 
sustaining and further enhancing the development efforts directed at achieving the following goals: 

• To create an enabling business environment for the sustainable economic empowerment 
through the promotion of procurement opportunities to local business 

• To promote the provision of an adequate supply of vacant, development-ready land for industrial 
use as well as for small scale farming. 

• To develop, support and strengthen Setsoto's position as a tourist destination of choice. 

• To build a highly skilled, flexible work force 
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During the course of the year under review, a substantial number of Cooperatives largely consisting of 
women involved in agriculture - especially the cultivation of asparagus - have been allocated parcels of 
land totalling 400 ha. The municipality has further contributed R79 000 as an assistance to the Peach 
Project operating on Wilhemina farm. 

There are several improvements made on this farm such as the building of 14 RDP houses furnished with 
electricity and water taps inside. Through the EPWP and CWP programmes the municipality has created 
1 848 jobs. Capital projects in excess of R 100 million have been undertaken by principal contractors who 
also engaged the services of local sub-contractors and have had major impact through provision of jobs 
to local communities. This includes the building of a Meqheleng Stadium. 

The Cherry Festival and Cherry Jazz have been once more successfully hosted and this event has 
undoubtedly become the second largest cultural event in the Free State Province after Macufe. Over 
22 000 thousand people attended this event resulting in an estimated R40 million injection into the 
economy of Setsoto. Although Setsoto has not yet developed a Tourism Sector Plan, it nevertheless uses 
Cherry Festival and Cherry Jazz as its tourism attraction product. 

Of great note is the fact that the LED Unit was able to realise 59% of the SDBIP targets, notably the 
development of LED Strategy and facilitation of external funding for community projects. In total, 25 
emerging SMME's were assisted through our development programme to start and implement their 
operations. 


T 3.10.1 


Economic Activity per Sector 




R'OOO 




Secto 

r 

2011/201: 

1 


2012/2013 

2013/2014 

Forestry 




23 20 

5 


23 205 


23 205 

Agriculture 



179 08, 

2 


179 082 


179 082 

Mining and quarrying 



111 



111 


111 

Manufacturing 



44 45i 

0~ 


44 450 


44 450 

Wholesale and retail trade 

117 394 

117 394 

117 394 

Finance, property, etc. 

118 939 

118 939 

118 939 

Government, community and social services 

105 444 

105 444 

105 444 

Infrastructure 

25 617 

25 617 

25 617 

Total 

614 242 

614 242 

614 242 





Economic Employment per Sector 

Sector 

Forestry 

Agriculture 

Mining and quarrying 

Manufacturing 

Wholesale and retail trade 

Finance, property, etc. 

Government, community and social services 

Infrastructure 

Total 


2011/2012 2012/2013 2013/2014 


29 754 


T 3.10.3 


COMMENT ON JOB OPPORTUNITIES 

The municipality has got a great potential regarding job opportunities when it comes to tourism and 
agriculture. The benefit of all this will materialise after the approval of the draft LED Strategy later in 
the current financial year. 

T 3.10.4 


Jobs created during the year by LED Initiatives (Excluding EPWP projects) 


Total Jobs Created/Top 3 
initiatives 

Total (all initiativesO 
2011/2012 ~ 

2012/2013 

2013/2014 

Initiative A (2013/2014) 
Initiative B (2013/2014) 
Initiative C (2013/2014) 


Jobs Jobs lost/displaced 

created by other initiatives 


Net total jobs 
created in a year 


Method of validating 
jobs created/lost 
Monthly Reports 








Local Economic Development and Tourism Policy Objectives Take From IDP 

Service objective 

Outline Service Targets 

(ii) 

2012/2013 

2013/2014 

2 

n 

2015/2016 

Target 

Actual 

Target 

Actual 

Target 

Previou 

s 

Year 

(iv) 

Previo 
us Year 
(v) 

Curren 

(vii) 

Current 

Year 

Current Year 

(ix) 

Following Year 

(x) 

Service Objective 








Promotion of local 

economic 

development 

Approved LED Strategy 


1 

0 

1 

1 

0 

ll 


1 

Number of textile projects 


1 

0 

1 

1 


0 


1 



1 

Number of trainings held for 


1 

0 

1 

1 


0 


1 



1 

Number of material purchased 


1 

0 

1 

1 


0 


1 



1 

Number of projects implemented 


1 

0 

1 

1 


0 


1 



1 

Number of project registered as 


1 

0 

1 

1 


0 


1 



1 

Number of buy-back centres fenced 

1 

0 

1 

1 


0 


1 



1 

Number of external funding 

n 

1 

0 

1 

1 

0 


1 



1 

Number of trainings conducted for 

1 

0 

1 

60 

22 

6 

lO 



60 

Number of permits issued for small 

1 

0 

1 

60 


230 

6 

lO 



60 

Number of trading licenses for 


1 

0 

1 

100 


3 

100 



100 

Promotion of local 
tourism development 

Approved Tourisrn Sector Plan 


1 

0 

1 

1 


0 


1 



1 

Number of advert placed to acquire 

1 

0 

1 

1 


0 


1 



1 

Number of adjudication processe 

s 

1 

0 

1 

1 


0 


1 



1 

Number of service providers 


1 

0 

1 

1 


0 


1 



1 

Number of plans developed 


1 

0 

1 

1 


0 


1 



1 

Number of tourism forum 

1 

0 

1 

4 

0 

4 


4 

Number of cherry festival held 

1 

0 

1 

1 

1 

1 


1 

Number of marketing materials 

1 

0 

1 

3 

0 

3 


3 

Number of tourism establishment 

1 

0 

1 

8 

0 

8 


8 

Number of tourism indaba 

1 

0 

1 

1 

1 

1 


1 

Number DVD and marketing 

1 

0 

1 

1 

0 

1 


1 

Number of agricultural forums 

1 

0 

1 

4 

2 
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Employees 2013/2014: Local Economic Development and Tourism Services 


Job level 

2012/2013 

2013/2014 

Employee Number 

Posts Number 

Employee number 

Vacanclesjfulltime 

equivalents) 

Vacanciesjas % of 
total posts 

0-3 

1 

1 

1 

0 

0% 

4-6 

1 

2 

1 

1 

50% 

7-9 

1 

1 

1 

0 

0% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-17 

0 

0 

0 

0 

0% 

18-20 

0 

0 

0 

0 

0% 

Total 

3 

4 

3 

1 

25% 


T 3.10.8 


1 Financial Performance 2013/2014: Local Economic Development and Tourism Services | 

Details 

2012/2013 

2013/2014 


Actual 

Original budget 

Adjustment Budget 

Actual 

Variance to Budget 

Operating Revenue 

187 331.89 

685 00.00 

637 938.66 

684 783 .51 

1.07% 

1 Expenditure | 

1 

Employee costs 


633 838.56 

1 173 731.93 

931 692.62 


1071434.72 

1.15% 

1 

Repair and Maintenance 


0 

0 

0 


0 

0 

1 

Other 


0 

0 

0 


0 

0 


Total Expenditure 


0 

0 

0 


0 

0 

1 

Net Expenditure 

( 

446 506.33 

(488 731.93) 

(293 753.96) 


(386 651.21) 

1.32% 


T 3.10.9 


Capital Expenditure 2013/2014: Local Economic Development and Tourism Services 


Capital Projects 


2013/2014 





Budget 


Adjustment Budget 

Actual 

Variance to original 
Budget 

Total Project 

Value 


No Capital projects 
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COMMENT ON LOCAL ECONOMIC DEVELOPMENT AND TOURISM SERVICES PERFORMANCE 
OVERALL 

The LED unit will implement the LED strategy vigorously under programmes aimed at consolidating 
efficiencies gained during the year under review. These measures will include mainstreaming all 
economic activities into the formal economy. Facilitating training and utilisation of cooperatives in 
the municipality's procurement system. 

The municipality, as matter of necessity, shall have to establish a Business Information Hub which 
shall serve as a one-stop shop of services. There is also a need to establish tourism information and 
development centres in every town that form part of the municipality. 

Business incubation models will be researched and SEDA should establish its presence in the 
municipality. Networking and partnering with major national and provincial SMME development 
agencies shall be given a high priority to ensure the municipality augments its scarce resources by 
soliciting both financial and non-financial assistance from these institutions. 

The skilling and reskilling of the unemployed labour force will become an integral part of 


development programmes aimed at job creation and poverty reduction. The possibility of 







establishing both a tertiary institution, FET College and an artisan training centre shall be explored, 
advocated and funding thereof lobbied at provincial, national and international level. 

T3.10.il 


3.11 CEMETERIES 

INTRODUCTION TO CEMETERIES 

The cemetery in Senekal is reaching the end of its life and the cemetery in Caledon Park is already 
full, and Council took a Resolution to investigate for the development of new sites. 

T 3.11.1 


Service Statistics for cemeteries 

Town 

Jul 2013-Sep 2013 
2014 

Oct 2013-Dec 

2013 

Jan 2014-Mar 

2014 

Apr 2014-Jun 2014 

Total 

Ficksburg 

97 

108 

104 

91 

400 

Senekal 

89 

88 

111 

82 

370 

Clocolan 

78 

75 

58 

52 

263 

Marquard 

47 

60 

65 

45 

217 

Total 

311 

331 

338 

270 

1250 


There was positive progress towards the fencing of cemeteries during this year, and below is a list 
of all cemeteries in the municipality indicating the status quo: 


Location 


Main Community 
served 

Operational 

Fenced 


Comment 



Central 


Ficksburg 

Closed 






Near Industrial area 


Ficksburg 







Caledon Park 


Caledon Park 

Closed 



Investigation for new sit 

e 


Near St Joseph School 


Meqheleng 

Closed 






Near Sports Hall 


Meqheleng 

Closed 






New 


Meqheleng 







Busshau street 


Senekal 

Closed 






Behind Stadium 


Senekal 

Closed 






Near steel bridge 


Senekal 




Nearly full, investigation 
the existing cemetery 

to extend 

Next to cemetery in Busshau 
street 

Matwabeng 

Closed 



Riverside 

Matwabeng 

Closed 



Zone 4 

Matwabeng 

Closed 

In process 


Near road to Concordia 

Matwabeng 

New 



Old 

Clocolan 


✓ 


Next to Clocolan cemetery 

Hlohlolwane 

Closed 



Near river 

Hlohlolwane 

Closed 



New 

Hlohlolwane 




Old Crossing Winburg/ Senekal 

Marquard 




Middle Corner Hamilton & Wes 

Marquard 




New- Hamilton 

Marquard 




Next the Community Hall 

Moemaneng 

Closed 



Next to Old Dump 1 

Moemaneng 

Closed 



Next to Old Dump 2 

Moemaneng 

Closed 



Flora Road 

Moemaneng 





T 3.11.2 






Cemetery Services Policy Objectives Take From IDP 


Service objective 

(i) 

Outiine Service Targets 

(ii) 

2012/2013 

2013/2014 

2014/20 

201S/2016 

Target 

Actuai 

Target 

Actuai 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous Year 

(V) 

Current year 

(vii) 

(vii) 

Current Year 

(viii) 

Current 

Year 

(ix) 

Current 

Year 

(X) 

Following Year 

(X) 

Service Objective 









Fencing of cemeteries 

-Clocolan cemetery 

-Fllohlolwane old cemetery 






Done 



1 

1 

1 

Moemaneng next to 
Community Flail 

-Moemaneng next to Sport 

field 

-Moemaneng 

Flora Road 

Matwabeng Zone 4 







Done 

In Process 
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1 Employees 2013/2014: Cemetery Services | 

Job level 

2012/2013 

2013/2014 

Employee Number 

Posts Number 

Employee number 

Vacancles(fulltime 

equivalents) 

Vacancies(as % of 
total posts 

0-3 

1 

1 

1 

0 

0% 

4-6 

4 

4 

4 

0 

0% 

7-9 

1 

1 

1 

0 

0% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-17 

7 

7 

7 

0 

0% 

18-20 

0 

0 

0 

0 

0% 

Total 

13 

13 

13 

0 

0% 


T 3.11.4 


1 Financial Performance 2013/2014: Cemetery Services | 

Details 

2012/2013 

2013/2014 1 

Actual 

Original budget 

Adjustment Budget 

Actual 

Variance to Budget 

Operating Revenue 

324 000 

300 000 

279 771 

324 000 

-15% 

1 Expenditure | 

1 

Employee costs 

324 000 

1 646 865 

2 496 034 


139 885 

94% 

1 

Repair and Maintenance 


0 

144 530 

13 175 


1 248 017 

-937% 

1 

Other 


2 131 060 

7 900 

102 049 


6 587 

93% 


Total Expenditure 


2 455 060 

1 799 295 

2 611 258 


1 394 489 

47% 

1 

Net Expenditure 

1 

[2 131 060) 

(1 499 295) 

(2 331 487) 


(1 070 489) 

54% 


T 3.11.5 


1 

Capital Expenditure 2013/2014: Cemetery 5ervices 






Capital Projects 




2013/2014 





Budget 


Adjustment Budget 

Actual 

Variance to original 
Budget 

Total Project 

Value 

1 

No capital project implemented during the year under review 






T 3.11.6 


COMMENT ON CEMETERY SERVICES PERFORMANCE OVERALL 

The division works very hard to keep the graveyards in good conditions. 

T 3.11.7 
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3.12 MUNICIPAL PROPERTIES AND PARKS 


INTRODUCTION TO MUNICIPAL PROPERTIES AND PARKS 

During this year an amount of R568 816.00 was used to maintain municipal buildings. Most of the 
mentioned amount was for smaller type of repairs, but a contractor was appointed during the last 
quarter of this year to upgrade the offices in Matwabeng, and another contractor was appointed for 
the upgrading of the park house in Senekal. 

In coordination with the Risk Management Services of Lateral Unison, the Council's Insurer, the 
following buildings that were vandalised to such an extent that it was not assessable to the 
community, were upgraded to a good standard: 

• Caledon Park Community Hall 

• Ablution facilities at cricket/ hockey fields - Hennie de Wet Park 

• Ablution facilities and the pavilion at the sport stadium in Clocolan 

• Public toilets in Clocolan 

• Public toilets Senekal 

The newly approved organogram is making provision for the movement of the responsibility of the 
maintenance of municipal buildings to the Engineering Department, and for the structure to make 
provision for personnel I to assist with this important function. This is a very positive move because 
of the infrastructure available in the Engineering Department to assist with this service. 

The maintenance of parks, pavements, cemeteries and open area were not delivered as in the past 
due to a problem with the availability of equipment, but with the new equipment delivered during 
June 2014, the new season would be approached more positively. 

During May 2013 an application was submitted to Environmental Protection and Infrastructure 
Programme (EPIP) for funding, and in December 2013 it was confirmed that an amount for R12m 
was approved for the development of parks in Setsoto. A Consultant was appointed by EPIP. 

T 3.12.1 


SERVICE STATISTICS FOR MUNICIPAL PROPERTIES AND PARKS 



MAINTENANCE OF MUNICIPAL BUILDINGS 
2013/2014 


ORDER 

WORK 


NUMBER 

EXECUTED 

AMOUNT 

54783 

Repair damaged door Hlohlolwane 

5440.00 


Park house Sen 

40600.00 


Matwabeng Offices 

120350.00 

56828 

Toilets 

10350.00 

56844 

Aircons 

9576.00 

56943 

Sportshall 

2100.00 

51064 

Moemaneng Hall 

85025.00 

51060 

Marquard Hall 

24430.00 

56936 

Meqheleng offices toilets 

10950.00 

56837 

Building 

6854.00 

53482 

Aircons 


56631 

Sportshall claim 

5000.00 
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56622 

Lights 

3391.00 

54773 

Repair fence Mpinyadira 

5000.00 

56831 

Repair toilets Hennie de Wet 

7272.62 

56627 

Replace defective carpets 

8395.00 

56624 

Replace damaged window glazing 

320.00 

56625 

Replace damaged window glazing 

1900.00 

53482 

Aircons 

16056.90 

5661A 

Repair leaking roof 

7300.00 

56672 

Lights 

3391.50 

56616 

Repair leaking roof 


56617 

Repair toilets 

32000.00 

56618 

Repair kitchens Fxb offices 

7200.00 

56620 

Tiling of toilets 

11320.00 

56611 

Leaking pipe repair 

1732.80 

53483 

Aircons 


53484 

Main buil Fxb Amount 12847.80 Order not 
issued 


53482 

Aircons 


53481 

Aircons 

2741.70 

53464 

Repairs Fxb 


47935 

Locks 

112.45 

54751 

Blinds 

3762 

54758 

Aircons 

2090.76 

54759 

Leaking pipe repair 

2097.60 

54760 

Fxb leaking roof repair 

90399.72 

54762 

Toilets 

620.73 

54753 

Toilets 


54756 

Heaters Fxb offices 

2736.00 

54757 

Aircons 

1345.20 

54750 

Replace damaged window glazing 

756.96 

51025 

Toilets town hall 

1424 

51026 

Toilets 

6624.00 

54749 

Town hall Sen 

28151.00 


TOTAL 

568816.94 
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COMPONENT D: SECURITY AND SAFETY 


3.13 INTRODUCTION TO SECURITY 

The mandate of the division is to ensure safety of municipal employees and property by means of 
access control to municipal buildings, implement security measures in the form of counter 
intelligence and also to represent the municipality at broad security forums and participate in all 
security related matters of local, provincial and national interest. 


T 3.13.1 


Service Statistics for Security 

Details 

2012/2013 

2013/2014 

2014/2015 

Actual 

Number 

Estimate 

Number 

Actual 

Number 

Estimate 

Number 

Installation of CCV TV cameras 

30 

10 

10 

27 

Installation of panic buttons 

7 

0 

0 

0 


Installation of sound proof 


1 


n 

n 

n 




\j 

\j 

VJ 


Building of guard rooms 

1 


4 

4 

1 


Installation of X ray /scanner machine 

1 


0 

0 

0 


Installation of alarm system 


8 


6 

6 

1 


Installation of intercom syster 

T1 

1 


0 

0 

0 


Installation of bullet proof 


5 


0 

0 

0 


Installation of fire arm safes 


2 


0 

0 

4 


T 3.13.2 
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1 Security Service Objectives Taken From IDP | 

Service Objectives 

^^^SerVtcel nd icator 

(i) 

^Outline Service 

Targets 

2012/2013 

2013/2014 

2014/2015 

2015/2016 

(ii) 

Target 

Actuai 

Target 

Actuai 

Target | 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Foliowing Year 

(X) 

Ensure safety of municipality and per 
security 

sonnel and provide 

Number of CCTV and 
cameras installed 

100 

30 

10 

0 

100 

0 

100 

30 



Number of panic buttons 
installed 

0 

0 


0 

0 

7 

0 

0 

0 


Number of sound proofs 
installed 

3 

3 


0 


0 

1 



0 

3 

3 

Number of guardrooms 
built 

2 

9 


4 


0 

2 



0 

2 

9 

Number of X-ray scanners 
installed 

1 

1 


0 


0 

C 

1 


0 

1 

1 

Number of alarms 

installed 

9 

1 


6 


0 

c 

1 


0 

9 

1 

Number of LDV bakkies 
purchased 

0 

0 


0 


0 

c 

) 


0 

0 

0 

Number of intercom 

installed 

0 

0 


0 


0 

1 



0 

0 

0 





Employees 2013/2014: Security Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of totai posts) 

0-3 

1 

1 

1 

0 

0% 

4-6 

0 

0 

0 

0 

0% 

7-9 

66 

66 

32 

34 

52% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

67 

67 

33 

34 

52% 

T 3.13.4 


Financiai Performance 2013/2014-Security Services 



R'OOO 



Ills 



2012/2013 

2013/2014 


Dett 


Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Revenue 


0 

0 

0 

0 

1 

3% 

Expenditure 



Employee Costs 


2 218 404 

1 485 087 

4 018 450 

5144766 



Repairs and Maintenance 


0 

0 

0 

0 



Other Expenditure 




113 899 

39 500 

202 739 

0 



Total Expenditure 




2 332 303 

1 524 587 

4 221 189 

5252031 



Net 

Expenditure 




2 332 303 

1 524 587 

4 221 189 

5252031 
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1 Capital Expenditure 2013/2014:Security Services | 


2013/2014 1 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

63 042 000 

63 042 000 

45 117 658.47 

72% 

63 004 000 

No project implemented 







T 3.13.6 


COMMENT ON SECURITY SERVICES PERFORMANCE OVERALL 

Despite challenges of personnel shortage, no proper fencing of municipal property to be guarded, 
shortage of security tools, we have manage to prevent theft of petrol and cable and secure stores 
by installing alarm systems. Cashiers offices were secured by installing bullet proofs and panic 
buttons. 

Our participation in broad security forums has improved our relations with other government 
departments such as South African Police Services, South African National Defence Force, Home 
Affairs and Provincial departments. 

T 3.13.7 
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3.14 INTRODUCTION TO TRAFFIC 

Our main aim and function is the promotion and law enforcement in regard to the National Road 
Traffic Act and Municipal Bylaws. The safety of all road users is paramount in our approach to Road 
Safety and service delivery. Drivers and operators of vehicles contravening the Acts is penalised for 
their behaviour. Vehicle fitness is also part of our strategy to combat accidents. The personnel in 
this Section must ensure that all road users abide by the road traffic management regulations and 
statutes. For this Section to manage, the table below is indicating the activities during the year. The 
section is also responsible for the upkeep and maintenance of traffic road signs and the installing 
of traffic signs. 


T 3.14.1 


Service Statistics for Traffic 


Detaiis 

2012/2013 

2013/2014 

2014/2015 

Actual 

Estimate 


Actual 

Estimate 



Number 

Number 


Number 

Number 

Number of fines issued 



5 219 


0 

3 294 



0 

Rand received for fines 



415 330 


0 

259 370 



0 

Number of roadblocks conducted 

20 


24 

40 



24 

Number of escorts held 



91 


0 

157 



0 

Rand received for escort 



1 894 000 


0 

33 580 



0 

Number of signs erected and replaced 

60 


70 

157 



70 

Number of kilometres painted 

23 


60 

86 



120 

Number of fines issued 



5 219 


0 

3294 



0 

Rand received for fines 



415 330 


0 

259 370 



0 
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Traffic Service Objectives Taken From iDP 
Service Objectives | Outiine Servjse 


2012/2013 

Target Actuai 

Previous 
Year 

(iii) (iv) 


2013/2014 

Target Actuai 

Previous Current 

Year Year 

(v) (vi) (vii) 


2014/2015 

Current Current 
Year Year 


2015/2016 
Foliowing Year 
(X) 


Public safety and law enforcement 


To ensure road 


Number of fines issued 

0 

5 219 

0 

0 

3294 

Rand received for fines 

0 

415 330 

0 

0 

259 370 

Number of roadblocks 
conducted 


24 

20 

24 



14 

40 

Number of escorts held 



0 

91 

0 



0 

157 

Rand received for escort 



0 

1 894 000 

0 



0 

33 580 

Number of signs erected and 
replaced 


70 

60 

70 



70 

157 

Number of kilometres painted 


60 

23.5 

60 


( 

30 
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Employees 2013/2014: Traffic Services 


Job Levei 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total 
posts) 

0-3 

1 

1 

1 

0 

0% 

4-6 

3 

3 

3 

0 

0% 

7-9 

10 

10 

10 

0 

0% 

10-12 

2 

7 

2 

5 

71% 

13-15 

0 

0 

0 

0 

0% 

16-18 

6 

8 

6 

2 

25% 

19-20 

0 

0 

0 

0 

0% 

Totai 

22 

29 

22 

7 

24% 

T 3.14.4 
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R'OOO 





2012/2013 

2013/2014 


Details 


Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 

Total Revenue 


459 238 

270 000 

4 434 77! 

5 

4262446 



Expenditure 




Employee Costs 


4 173 203 

4 005 782 

4 493 71( 

5 

4715765 



Repairs and Maintenance 


391 558 

289 650 

92 31( 

T 

189655 



Other Expenditure 



254 147 

639 875 

113 87! 

5 

0 



Total Expenditure 



4 818 909 

4 935 307 

4 700 02' 

r 

4262446 



Net 

Expenditure 



(4 359 671) 

4 665 307 

265 24i 

r 

4262446 




T 3.14.5 


1 Capital Expenditure 2013/2014:Traffic Services | 


2013/2014 1 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

60000 

0 

0 



No project implemented 







T 3.14.6 


COMMENT ON SECURITY SERVICES PERFORMANCE OVERALL 

The division is performing extremely well with the limited resources at its disposal. Officers serve 
the public with fair and friendly attitudes. They treat everybody equally and with respect without 
prejudice. Contributions by the community and the EPWP personnel enabled this section to 
construct speed humps, the painting of road markings in so doing reducing the risk of pedestrians 
being run over and accidents occurring, ten officers are out in the field on a daily basis, two speed 
measuring devices under their control produce most of the income received for fines. 

Without the support of our community we would not have achieved so much. Road Blocks in 
conjunction with SAPS, Provincial Traffic, Home Affairs, SANDF and SARS contribute to the overall 
road safety and security in our area. 
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3.15 INTRODUCTION TO FIRE AND DISASTER MANAGEMENT 


The Fire Brigade Service main objective is to save lives, protect property and to render a 
humanitarian service. We deliver a service subjected to a shortfall on equipment and personnel but 
we managed to achieve our objectives. 

The promotion of the Fire Brigade Services Act and the Veld and Forrest Fire Act is one of the 
priorities of this Section. Compliance to the building regulations regarding the SANS 0400 is actively 
promoted. The whole of Setsoto is covered by two Established Fire Protection Associations as 
required by the act, these associations and their members (Setsoto Local Municipality is also a 
member) in conjunction with the Fire Service combat veld fires annually with great success under 
extreme weather conditions with limited resources at hand. 

Currently the EWP Working on Fire has been effectively used in combating veld and mountain fires 
where vehicles cannot be used effectively, currently Setsoto has three teams, one team based in each 
of the three units namely Senekal, Ficksburg and Clocolan. Only Marquard remain without a team, it 

is one of our aims to establish a team in Marquard as soon as possible. 

T 3.15.1 











Service Statistics for Fire and Disaster Management 







Details 



2012/2013 

2013/2014 

2014/2015 

Actual 

Number 

Estimate 

Numbei 

a 

Actual 

Number 

E 

stimate 

Jumber 


Total Fires Attended 



0 

0 


189 


0 


Total Flazmat Incidents Attended 

0 

0 


8 


0 


Total Injuries 



0 

0 


3 


0 


Total fatalities fires 



0 

0 


2 


0 


Total Flectares Burned 



0 

0 


18 555 


0 





1 Fire and Disaster Management Service Objectives Taken From IDP || 

Service Objectives 

^^^^^^Servjcfi-lnctTcator^^^^^^ 

(i) 

Outline Service-Targets 

2012/2013 

2013/2014 

2014/2015 

2015/2016 II 

(ii) 

Target 

Actual 

Target 

Actual 

Target || 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(v) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

M 

To provide an efficient and 
effective fire services 

To provide an efficient and 
effective fire services 


Number of risk 

assessments done 

4 

4 

4 



4 

4 


4 

Number of incidents 

attended 

0 

584 

0 



340 



0 


0 

Number of meetings 
attended 

4 

18 

8 



16 



12 


12 

Number of inspections and 
investigations 

50 

70 

50 



71 



70 


70 

Number of 

emergencies/accidents 

attended 

0 

288 

0 



137 



0 


0 





Employees 2013/2014: Fire and Disaster Management Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

0 





4-6 

1 

1 

1 

0 

0% 

7-9 

0 

30 

0 

30 

100% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

1 

31 

1 

30 

97% 

T 3.15.4 


Financial Performance 2013/2014-Fire and Disaster Management Services 



R'OOO 





2012/2013 

2013/2014 1 


Details 

Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 

Total Revenue 


0 

0 

( 

D 

0 

( 

3% 

Expenditure 




1 Employee Costs 



743 414 

411 121 

444 63( 

5 

428 962 


3% 

1 Repairs and Maintenance 


103 896 

166 000 

65 03( 

r 

50 615 

1 22% 1 

Other Expenditure 



0 

0 

( 

T 

0 

( 

3% 

Total Expenditure 



847 309 

577 121 

50966( 

5 

479 577 

59% 

Net 

Expenditure 



(847 309) 

(577 121) 

(509 666 

r 

(479 577) 

59% 


T 3.15.5 


1 Capital Expenditure 2013/2014:Fire and Disaster Management Services | 


2013/2014 1 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

0 

0 

0 

0 

0 

No project implemented 







T 3.15.6 


COMMENT ON FIRE AND DISASTER MANAGEMENT SERVICES PERFORMANCE OVERALL 

The current status of the fire service delivery is hampered by the shortage of staff and equipment; 
we however succeeded to attend scenes and managed to deliver on our mandate although not to 
standard. 

T 3.15.7 
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COMPONENT E: SPORT AND RECREATION 


3.16 INTRODUCTION TO SPORT AND RECREATION 

The existing sport facilities and community halls were maintained to such a standard it was accessible 
to the public. The vandalism of facilities by members of the public is still a major problem and proper 
security measures still needs to adhered to. 

The caravan park is maintained well yearly and during the cherry festival is fully booked. The 
contractors started with the development of a new stadium in Meqheleng, and the plan is to develop 
the stadium over a three year period. 

Sport and Recreation Unit main objective is to advocate and actively involve community in Sport and 
recreation activities, while promoting healthy and active lifestyle. 

T3.16 


1 Service Statistics for Sport and Recreation 



Detaiis 


2012/2013 

2013/2014 



2014/2015 

Actual Number 

Estimate Number 

Actual Number 

Estimate 

: Number | 

Motlalepula Ntsala 
Football Tournament 



1 

1 



1 



1 

OR Tambo Games 



2 

2 



2 



2 

Mayoral Sports 
Tournament 



0 

1 



1 



1 

Indigenous Games 



2 

1 



0 



1 

Golden Games 



1 

1 



1 



1 

Rural Football 



0 

1 



1 



1 

Sport and Recreation 
Policy 



0 

1 



0 



1 

Establishment of 

Sport Councils 



0 

4 



1 



3 

Workshop for Sport 
Council 



0 

4 



0 



0 


T 3.16.1 
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Sport and Recreation Service Objectives Taken From iDP 


Service Objectives 

-Outline Service 

Targets 

2012/2013 


2013/2014 


2014/2015 

2015/2016 



Target 

Actuai 

Target 

Actuai 


Target 


^^^SerVicelndicator 

(i) 

(ii) 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Foliowing Year 

(X) 

To ensure adequate reliable recreational services in 
the 

Number of facilities 
upgraded 

1 

2 

2 

0 

1 

1 

1 

2 

municipal area 

Number of facilities 
developed 

0% 

0% 

0% 

50% 

89% 

100% 

100% 

100% 




Employees: Sport and Recreation Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

0 

0 

0 

0 

0% 

4-6 

1 

1 

1 

0 

0% 

7-9 

0 

2 

0 

2 

100% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

1 

3 

1 

0 

67% 

T 3.16.3 


Financial Performance 2013/2014-Sport and Recreation Services 


R'OOO 


Details 


2012/2013 

Actual 


Original 

Budget 


2013/2014 


Adjustment 

Budget 


Actual 


Variance to 
Budget 



Total Revenue 

0 0 0 

I 

0 

0% 


Sport and Recreation Financial Performance falls under Office of the 

Mayor Budget vote. 










T 

3.16.4 

























( 

Capital Expenditure 2013/2014:Sport and Recreation Services 







Capital Projects 



2013/2014 






Budget 

Adjustment 

Budget 

Actual 

Expenditure 



Variance 

to 

Budget 

Total Project 
Value 



Total All 


63 042 000 

63 042 000 

45 117 658.47 


72% 

63 004 000 

1 

i 

Upgrading of sport facilities 
in Meqheleng 


63 042 000 

63 042 000 

45 117 658.4: 

7 


72% 

63 004 000 


T 3.6.5 


COMMENT ON THE PERFORMANCE OF THE SPORT AND RECREATION SERVICE OVERAL 

The division performed fairly well despite financial challenges it faced, lack of commitment from 
Sport and Recreational Councils but still can improve on its performance with the involvement of 
other stakeholders, e.g.: Department of Sports, School Sport and Free State Sport Federation. 
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COMPONENT F: CORPORATE POLICY OFFICES AND OTHER SERVICES 


3.17 INTRODUCTION TO CORPORATE POLICY AND OTHER SERVICES 

The Corporate Services Department, comprises of Administration and Support Services Division, 
Human Resources Management Division which also included Payroll Administration, Human Resource 
Development Division, Legal Services and Communication Division and oversight to an inception 
phase for a Fleet Management Division. 

This Department in all its activities links to the IDP mainly under the objective of Organisational 
Development and Transformation and Good Governance and Public Participation. 

During the 2013/2014 the Human Settlement Division was also within the Corporate Services 
Department but would be moved to Engineering Services with effect from 1 July 2014. 

In respect of Human Settlement the focus area in line with IDP objectives is linked to Infrastructure 
and Services. 

T3.17 


INTRODUCTION TO ADMINISTRATION AND COUNCIL SUPPORT 

The Administration and Support Services Division falls within the Corporate Services Department and 
is linked to the IDP objective and Key Performance Area of Good Governance and Public Participation. 

The Division is responsible to provide an effective and efficient Administration Services and Support 
Service through Administration, Reception and Telecommunication, Committee Services, Cleaning of 
Offices and management of records. 

T 3.17.1 


Service Statistics for Administration and Council Support 

Details 

2012/2013 

2013/2014 

2014/2015 

Actual Number 

Estimate Number 

Actual Number 

Estimate Number 

No of bylaws 

3 

1 

2 

2 

approved 


4 

6 


No of bylaws 
translated 

0 




No of Exco Meetings 
held 

12 

12 

17 

12 

No of Council 

Meetings held 

4 

4 

9 

4 

% telephone 
complaints attended 
by service provider 
within 5 days. 

80% 

80% 

100% 

N/A 

No of circulations of 
Telephone Bills 

6 

12 

12 

12 

No of deductions lists 

submitted. 

6 

12 

12 

12 

No of Stakeholder 
presentations 
arranged for Bylaws 

N/A 

9 

2 

16 
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No of Developed 

Terms of Reference 
for Bylaw 

Translations 

No of Progress 

Reports for Bylaw 
Translations 

N/A 

N/A 

1 

6 

1 

6 

N/A 

N/A 


No of Circulations for 

Disclosure of 

Interests 

No of Forms Received 

for Disclosure of 

Interest 

N/A 

N/A 

1 

37 

2 

37 

9 Other Officials 

N/A 

N/A 

Compiled Year plan 
for 2014 Meetings 

N/A 

1 

2 

1 

No of Agendas for 

Exco Meetings 

No of Minutes for 

12 

12 

12 

12 

17 

16 

12 

12 


Exco Meetings 






No of Agendas for 
Council Meetings 

No of Minutes for 
Council Meetings 

4 

4 

9 

4 


4 

4 

9 

4 


No of Delegated 

4 

4 

6 

4 


Powers Reports 
submitted to Council 






No of Exco Progress 
Reports compiled and 
circulated. 

12 

11 

11 


No of Council 

Progress Reports 
compiled and 
circulated. 

4 

4 

9 


No of Reports of 
absenteeism from 
Meetings prepared 
and submitted 

N/A 

4 

6 

4 

No of schedules for 

documents other 
than correspondence 

No of disposal 
schedules developed 

N/A 

N/A 

1 

1 

1 

1 

Disposal Authority 

1 

Reports Disposed 
Documents 

1 

Report Transferred 
Documents 

1 

No of reviews of 
remittance register 

N/A 

4 

4 

4 

No of Monthly 

Cleaning Inspections 
Reports. 

No of Weekly 

Cleaning Inspection 
Reports received 
from Supervisors 

N/A 

48 

12 

48 

12 

49 

12 

EPAS SUPERVISOR 

No of Weekly Reports 
of Toilet Cleanliness 

48 

48 

49 

EPAS SUPERVISOR/ 
CLEANERS 








Administration and Council Support Service Objectives Taken From IDP 


Service Objectives 


Outlip&^ervice 

^Targets 

2012/2013 

2013/2014 

2014/2015 

2015/2016 

(ii) 


Target 

Actual 

Target 

Actual 

Target | 

Previous 

Year 

(ill) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current Year 
(viii) 

Current Year 
(lx) 

Following Year 

(X) 

v) 












To submit bylaws for final approval to 


No of bylaws 


3 

3 

3 

1 

2 

2 

2 

2 

Council 



approved 






















L 

X 

6 








No of bylaws 



0 

0 

0 








To ensure translation of bylaws 



translated 













1 To ensure adherence to Meetings Year Plan 

No of Exco Meetings 


12 

18 

12 

i; 

1 

17 

12 


12 

12 




held 
















No of Council 



4 

10 

4 

L 

X 

9 

4 


4 

4 




Meetings held 













Attending to Telephone Complaints 



% telephone 



80% 

82,5% 

80% 

80°/ 

0 

100% 

N/A 


N/A 

N/A 




complaints attended 















by service provider 















within 5 days. 













Circulation of Bills 


No of circulations. 


6 

9 

6 

i; 

1 

12 

12 


12 

12 

Salary Deductions for Personal Calls 


No of deductions lists 

6 

9 

6 

12 

12 

12 


12 

12 



submitted. 












Conduct stakeholder consultation and 


No of Stakeholder 

N/A 

N/A 

N/A 

9 

2 

16 


16 

N/A 

promulgation of bylaws. 


presentations 














arranged 












To ensure the translation of four (4) 


No of Developed 

N/A 

N/A 

N/A 

1 

1 

N/A 


N/A 

N/A 

bylaws. 


Terms of Reference 













No of Progress 

N/A 

N/A 

N/A 

f 

s 

6 

N/A 


N/A 

N/A 



Reports 
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Circulating Disclosure of Interest Forms to 
Councillors and Officials 


To compile a Year Plan for all Standing 
Committee, Exco and Council Meetings. 
To prepare for Exco and Council Meetings 
and submission of Progress Report. 


To report any absenteeism to Speaker for 
application of Standing Rules and Orders. 


No of Circulations N/A 

No of Forms Received N/A 


Compiled Year plan 

for 2014 

No of Agendas for 
Exco Meetings 

No of Minutes for 
Exco Meetings 
No of Agendas for 
Council Meetings 

No of Minutes for 
Council Meetings 
No of Delegated 
Reports submitted to 
Council 

No of Exco Progress 
Reports compiled 
and circulated. 

No of Council 
Progress Reports 
compiled and 
circulated. 

No of Reports of 
absenteeism 
prepared and 
submitted 


N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

12 

18 

12 

12 

18 

12 

4 

10 

4 

4 

10 

4 

4 

6 

4 

12 

11 

12 

4 

7 

4 

N/A 

N/A 

N/A 


2 N/A 

37 N/A 
9 Other 
Officials 

2 1 

17 12 

16 12 
9 4 




To compile Records Management 

Schedules 

No of schedules for 

documents other 
than correspondence 

N/A 

N/A 

N/A 

1 

1 

Disposal 

Authority 

1 

Disposal 

Authority 

1 

1 


No of disposal 
schedules developed 

N/A 

N/A 

N/A 

1 

1 

Reports 

Disposed 

Documents 

1 

Reports 

Disposed 

Documents 

1 

1 











Report 

Transferred 

Documents 

1 


Report 

Transferred 

Documents 

1 

1 













To review the remittance register. 


No of reviews of 
register 


N/A 

N/A 

N/A 

L 

1 

4 

4 



4 

4 

Conducting Inspections for Cleaning 


No of Monthly 


N/A 

N/A 

N/A 

i: 

? 

12 

12 



12 

12 

Services 


Inspections Reports. 















No of Weekly 


48 

40 

48 

4! 

3 

49 

ERAS 



ERAS 


Weekly reports in respect of cleaning of 

tnilotc 

Inspection Reports 
received from 
Supervisors 








SUPERVISOR 

SUPERVISOR 


















No of Weekly Report 
of Toilet Cleanliness 

submitted bv 

s 

48 

51 

48 

4! 

r 

49 

ERAS 

SUPERVISOR/ 

CLEANERS 

ERAS 

SUPERVISOR/ 

CLEANERS 



Cleaners 
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Submitting Requisitions for Procuremf 
Equipment. 

3nt of 

Equipment 



Chairs 

20 

Tables 

1 

Projector 

1 

Screen 

1 

Aircon 

1 

HeavyDuty 

Stapler 

1 

Heavy Duty 
Punch 

1 

20 

1 

1 

1 

1 

Chairs 

20 

Tables 

1 

Projector 

1 

Screen 

1 

Aircon 

1 

HeavyDuty 

Stapler 

1 

Heavy Duty 
Punch 

1 

Vacuums 

-4 

Polishers - 

3 

Fridges 

3 

Laptops 

4 

4 

3 

3 

4 

4 Computers 

2 Chairs 

4 Computers 

2 Chairs 

N/A 















1 

1 









Developing Terms of Reference for 


Terms of Reference 

DCS 


DCS 

1 

1 

Main Office 

s 

Main Offices 

N/A 

Upgrading Matwabeng Office 


Developed. 


Boardroom 


Boardroom 




Clocola 

n 


Clocolan 

(Properties) 






1 

1 

1 




Marquard 


Marquard 


Submitting requisitions with Terms of 











Ficksburg 


Ficksburg 


Reference for Upgrading of Matwabeng 

Submitted 


Hlohlolwane 


Hlohlolwane 


L 

1 

Senekal 



Senekal 


Office. 


Requisition 


Office 


Office 




(Inspection 


(Inspection 






1 

1 

1 




to be 



to be 












conducted 


conducted 












and 



and 











maintenance 

maintenance 











prioritised in 

prioritised in 











terms of 


terms of 











funding) 


funding) 
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Employees 2013/2014: Administration and Councii Support Services 


Job Levei 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

1 

1 

1 

0 

0 

4-6 

4 

5 

4 

1 

20% 

7-9 

3 

6 

3 

3 

50% 

10-12 

12 

14 

10 

4 

28.6% 

13-15 

6 

9 

5 

4 

44.4% 

16-18 

22 

23 

19 

4 

12.39% 

19-20 

0 

0 

0 

0 

0 

Total 

52 

58 

42 

16 

27.58% 

T 3.17.4 


1 Financial Performance 2013/2014-Administration and Council Support Services | 



2012/2013 

2013/2014 1 


Details 


Actual 


Original 

Adjustment 


Actual 

Variance to 





Budget 

Budget 



Budget 

Total Revenue 


1 155.53 

-7 191 134,00 

-8 664,96 


-5 140,90 

L 

iO.67% 

1 Expenditure 





Employee Costs 


0 

0 

0 


0 



0 

Repairs and 
Maintenance 


0 

0 

0 


0 



0 

Other 


0 

0 

0 


0 



0 

Total Expenditure 

17 

’ 630 782.30 

37 078 200.83 

13 892 948.84 


15 151511.07 


-9.06% 

Net 

Expenditure 

( 

17 629 627) 

(29 887 066) 

(13 884 284) 


(15 146 371) 


-9.09% 







T 

3.17.5 

















Capital Expenditure 2013/2014:Administration and Council Support Services 




Capital Projects 

2013/2014 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

0 

470 000.00 

109 576.19 




T 3.17.6 


COMMENT ON THE PERFORMANCE OF THEADMINISTRATION AND COUNCIL SUPPORT SERVICE 
OVERAL 

The division has managed to have issues attended to efficiently and effectively and of the 29 
targets for the 2013/2014 period it has over-achieved 12, fully achieved 14 and partially achieved 
3. There was no under-achievement and the reasons for partial achievement were relative to 
issues beyond the control of the division. 

T 3.16.7 
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3.18 INTRODUCTION TO LEGAL AND ADMINISTRATION 


The legal division gives legal advice and support to council and administration. The priority is to 
attend to all civil matters against the municipality promptly to avoid writs of execution and adverse 
costs orders 

T 3.18.1 


1 Service Statistics for Legai and Communication | 

Detaiis 

2012/2013 

2013/2014 

2014/2015 

Actual 

Number 

Estimate Number 

Actual Number 

Estimate Number 

Compile a contingent liability register 

1 

1 

1 

1 

To provide effective and efficient contract 
management 

12 

12 

12 

12 

Provide legal advice to council and administration 

100% 

100% 

100% 


To reduce and control legal costs 

0 

0 


200 






1 Legal and Communication Service objectives Taken From IDP || 

Service Objectives 

Service 

^^JndiCator 

(i) 

^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 2015/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

To create contract register ( 12 per year) 

12 

12 

12 

12 

12 

12 

12 

12 

12 

To create contingent liability register 

1 

1 

1 

1 

1 

1 

1 

1 

1 

To provide legal advice and opinion 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

To ensure compliance & terms of contract 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

To review a Communication Strategy 

1 

1 

1 

1 

1 

0 

Communication Section detached from Legal 
on the 31/03/2014 

To review a developed Media Database 

1 

1 

0 

1 

1 

0 

To publicise a Municipal Newsletter 

12 

12 

0 

12 

12 

0 

To defend Civil matters against the Municipality 

100% 

100% 

100% 

100% 

100% 

100% 

100% 100% 100% 





Employees2013/2014: Legal and Communication Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivaient) No 

Vacancies (as a 
% of total posts) 

0-3 

1 

2 

2 

0 

0% 

4-6 

0 

0 

0 

0 

0% 

7-9 

1 

2 

1 

1 

50% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

2 

4 

3 

1 

25% 

T 3.18.4 


Financial Performance 2013/2014-Legal and Communication Services 


R'OOO 


2012/2013 

2013/2014 1 


Details 


Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 

Total Revenue 


0 

0 

0 


0 


1 

D% 

1 Expenditure 





Employee Costs 


130 282 

3 157 896 

3 757 487 


3 084 179 




Repair and Maintenance 


0 

0 

0 


0 


1 

3% 

Other 


0 

0 

0 


0 


1 

3% 

Total Expenditure 


130 282 

3 157 896 

3 757 487 


3 084 179 




Net 

Expenditure 


(130 282) 

(3 157 896) 

(3 757 487) 


(3 084 179) 





T 3.18.5 


Capital Expenditure 2013/2014: Legal and Communication Services 



2013/2014 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 







No capital projects were implemented during the year under review 


T 3.18.6 


COMMENT ON THE PERFORMANCE OF LEGAL AND COMMUNICATION OVERAL 

The performance has been generally good, the targets were achieved and there is a great 
improvement in the turn-around time of finalising cases. The standard will be kept and 
maintained in the coming year. 
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3.19 INTRODUCTION TO HUMAN RESOURCES 


During the financial year under review the Human Resource Management Division was responsible 
for the overall administration of human resources functions under the following aspects: 

HR Administration, Health and Safety, Benefits Administration. 


T 3.19.1 


Service Statistics for Human Resources 

Details 

2012/2013 

2013/2014 

2014/2015 

Actual Number 

Estimate Number 

Actual Number 

Estimate Number 

Submission of monthly 
reports 

12 

72 

73 

12 

Organising divisionai 
meetings 

6 

12 

11 

12 

Deveiopment of Job 
descriptions 



0 

10 



34 

60 








Compilation of data 
bank 



3 

3 



3 



3 

Compilation of duty 
sheets 



0 

722 



114 



1158 

induction of new and 
existing employees 



4 

4 



10 



16 

Employee job analysis 



0 

1 



1 



0 

Safety risk assessments 



4 

16 



31 



32 

Health and safety 
awareness workshops 



0 

1 



1 



4 

Processing of injury 

cases 



0 

100% 



100% 



100% 

Conducting of 
awareness campaigns 
on collective 
agreements 



1 

4 



3 



0 

Implementation of 
employee wellness 
programmes 



4 

8 



14 



20 

Administration of 
termination of benefits 

0 

6 

59 

100% 

Processing of death 
claims 

0 

19 

26 

100% 

Processing of death 
claims 

0 

11 

26 

2 

Medical aid window 
period presentations 

1 

4 

4 

4 






Human Resources Service Objectives Taken From IDP 

Service Objectives 


utline Service Targets 


2012/2013 

2013/2014 

2014/2015 

2015/2016 

Target 

Actual 

Target 

Actual 

Target 

Previous 


Previous 

Current 


Current 

Current 

Following Year 

Year 


Year 

Year 


Year 

Year 


(ill) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 


Submission of monthly reports 

Number of monthly 
reports 

12 

10 

12 

72 

73 

12 

12 

12 

Organising divisional meetings 

Number of meetings 

6 

9 

6 

12 

11 

12 

12 

12 

Development of Job descriptions 

Number of job 

0 

0 

0 

10 

34 

60 

60 

60 


Compilation of data bank 


descriptions developed 
Number of data banks 
developed 


Compilation of duty sheets 

Number of duty sheets 
developed 

0 

0 

0 

722 

114 

1158 

1158 

1158 

Induction of new and existing employees 

Number of inductions 

4 

0 

4 

4 

10 

16 

16 

16 


Employee job analysis 

Safety risk assessments 

Health and safety awareness workshops 

Processing of injury cases 

Conducting of awareness campaigns on collective 
agreements 


conducted for new and 
existing employees 
Number of employee 
analysis conducted per 
division 

Number of health and 
safety risk assessments 
Number of health and 
safety awareness' 

% of cases managed 
Number of awareness on 
collective agreements 
conducted 


Implementation of employee wellness programmes 

Number of programmes 
conducted 

4 

3 

4 

8 

14 

20 

20 

20 

Administration of termination of benefits 

Number of terminations 
administered (previous 
financial year) 

0 

28 

0 

6 

59 

100% 

100% 

100% 

Processing of death claims 

Number of death claims 
attended (previous year) 

0 

11 

0 

19 

26 

100% 

100% 

100% 

Processing of death claims 

Untraceable death claims 

0 

11 

0 

11 

26 

2 

2 

2 


Medical aid window period presentations 





Employees: Human Resources Services 

2012/2013 ~ 

, , , , Employees No 

Job Level ' 



Posts No 


2013/2014 


Employees No 


Vacancies 
(fulltime 
equivalent) No 


Vacancies (as a 
% of total posts) 

i% 

0 % 

0 % 

0 % 

0 % 

0 % 

1.5.% 


T 3.19.4 


Financial Performance 2013/2014-Human Resources Services 
I 2012/2013 I 


2013/2014 


Detaiis 

Actual 

Original Budget 

Adjustment 

Budget 

Total Revenue 

699 918 

632 000 

107 056 

Expenditure 

Employee Costs 

155 75597 

19 001 827 

16 564 689 

Repa 

lir and Maintenance 

779 390 

850 710 

379 625 

Othe 

T 

11571466 

32 746 750 

9 145 918 

Total Expenditure 

27 926 

52 599.287 

260 902 

Net Expenditure 

(3 793 517) 

(6 122 079) 

(3 843 337) 


(5 902 506) 


Variance to 
Budget 


T 3.19.5 


Capital Expenditure 2023/2014: Human Resources Services 

2013/2014~ 

Budget Adjustment Actual Variance Total Project 
api a rojec s Budget Expenditure to Value 


to 

Budget 


Value 


Total All 

No capital projects were implemented during the year under review 








3.20 INFORMATION, COMMUNICATION TECHNOLOGIES, CUSTOMER CARE MANAGEMENT AND 

COMMUNICATION SERVICES 

INTRODUCTION INFORMATION, COMMUNICATION TECHNOLOGIES, CUSTOMER CARE 
MANAGEMENT AND COMMUNICATION SERVICES 

The municipality is committed to providing a reliable and sustainable ICT environment that 
supports its goals and objectives, as defined in the Integrated Development Plan. The ICT Section 
is within the Office of the Municipal Managers department and is mainly linked to the IDP 
objective and key performance area of Good Governance & Public Participation. 

To ensure improved performance, the ICT Section has introduced a Helpdesk solution to address 
IT issues more efficiently and timeously. Users can log all IT related issues on the Helpdesk 
program via the web browser shortcut on the desktop and one of the IT personnel can address 
the issue. With this powerful Helpdesk solution, the ICT Section has drastically improved the 
response and tracking of IT issues. 

The Local Area Network (LAN) of the municipality has been upgraded to have managed switches. 
This improves the connectivity between our servers and user's pc's and ensures that packet data 
loss is minimal. With Cloud Computing becoming more are more popular, the ICT Section have 
upgraded the 4MB ADSL line to a Bonded ADSL line up to SMB which will also improve our 
internet connectivity. 

A Network Access Storage (NAS) server has been implemented within the municipality. This will 
ensure that all municipal related documents are safe in the event of a user's system failure. The 
server is setup to synchronise all important documents from the user's pc to the server. 

T 3.20.1 


SERVICE STATISTICS FOR -INFORMATION, COMMUNICATION TECHNOLOGIES, CUSTOMER CARE 
MANAGEMENT AND COMMUNICATION SERVICES 


ICT services can be classified into three categories: Application Development; Technical Services; 

and Enterprise Programmes. 

(a) In terms of Application Development, application programmes are provided that not only 
match the user directorate's exact needs, but allow all such directorates to utilise these 
application programmes in achieving their specific objectives as set out in the IDP, 
harmoniously, efficiently and timeously. 

(b) In terms of Technical Services, the hardware infrastructure that enables all directorates to 
electronically communicate both internally and externally, are provided and maintained. 

(c) In terms of Enterprise Programmes, all new requirements identified by the various 
directorates within the Municipality are researched and developed, in conjunction with 
Application Development and Technical Services functions. 
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1 Waste Management Service objectives Taken From IDP | 

Service Objectives 

Service 

^^^IndfCator 

(i) 

^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 205/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

To conduct iT systems compatibiiity analysis 

Compatibility analysis report 

1 

1 

1 

1 

1 

1 

1 

1 

Number of e-mail/internet maintenance reports 

Reports on the e-mail/internet 
maintenance 

4 

4 

4 

4 

4 

4 

4 

4 

To produce security reports on system to ensure a secure 

IT 

TO compile Security Reports 
on systems 

4 

4 

4 

4 

4 

4 

4 

4 

Number of security reports on systems to ensure a secure 

IT environment 

Facilitate IT Steering 

Committee meetings 

4 

4 

4 

4 

4 

4 

4 

4 







Employees: -Information, Communication Technoiogies, Customer Care Management and Communication 

Services 


Job Levei 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fuiitime 
equivalent) No 

Vacancies (as a 
% of totai posts) 

0-3 

1 

1 

1 

0 

0 

4-6 

1 

1 

1 

0 

0 

7-9 

0 

0 

0 

0 

0 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Totai 

2 

2 

2 

0 

0 







T 3.20.4 










Financiai Performance 2013/2014-Information, Communication Technoiogies, Customer Care Management and 
Communication Services 




Details 


2012/2013 

2013/2014 



Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 


Total Revenue 


632 766 

4 242 841 

1 504 182 






Expenditure 







Employees 


452 349 

488 941 

454 636 





Repairs and Maintenance 


0 

0 

0 






Other 


180 417 

3 752 900 

1 049 546 






Total Operational Expenditure 

632 766 

4 241 841 

1 504 182 






Net 

Operational Expenditure 


0 

(1 000) 

0 











T 

3.20.5 



Capital Expenditure 2013/2014-information, Communication Technoiogies, Customer Care Management and 
Communication Services 

Capital Projects 

2013/2014 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

605 000 

0 

586 051 

-3% 


Review of Volume 

License Agreement 

300 000 

0 

279 391 

-7% 

279 391 

Upgrade Network 
Switches 

150 000 

0 

141 360 

-6% 

141 360 

Implementation of NAS- 
Server 

155 000 

0 

165 300 

6% 

165 3000 







COMMENT ON INFORMATION COMMINICATIONS TECHNOOLOGIES, CUSTOMER CARE AND 
COMMUNICATIONS SERVICES PERFORMANCE 

Three key ICT Capital Projects in the institution relate to the Application Software and Network 
and Server Enhancement. 

The relatively recent advert of Windows 7 has created a unique set of challenges in a specific 
municipal ICT environment that necessitate substantial investment in application software 
licences in order to maintain the current high standard of service. 

T 3.20.7 


3.21 RISK MANAGEMENT 
INTRODUCTION RISK MANAGEMNT 

The Risk Management Unit of the Municipality is located in the Office of the Municipal Manager, 
and the hierarchy is as follows: 



The risk management is central to managing the municipality as a whole and risk management is 
integral to planning, organising, directing and coordinating systems aimed at achieving 
municipality's goals and objectives. 

Risk refers to unwanted outcome, actual or potential to the municipality's services delivery and 
other performance objectives, caused by the presence of risk factors. Some risk factors also 
present upside potential, which management must be aware of and be prepared to exploit. 

T 3.21.1 


SERVICE STATISTICS FOR RISK MANAGEMENT 

DETAILED 

2012/2013 

2013/2014 

2014/2015 

Installation of Bam Owl 

0 

1 

0 

Conducted trainings 

2 

2 

2 

Risk Assessments 

1 

2 

2 

T3.21.2 
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1 Risk Management Service Objectives Taken From IDP | 

Service Objectives 

Service indicator 

(i) 

^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 2015/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

Reports received from departments on potential risk 
events 

5 

5 

5 

5 

5 





To conduct an institutional fraud risk assessment 

1 


0 

0 


0 

1 





To report to the Risk Management Committee on the 
progress of risk management and fraud activities 

4 


4 

4 


4 

4 







To promote risk culture in the institution 

1 


0 

0 


0 

1 







To promote zero tolerance culture to fraud and 
corruption 

1 


0 

0 


0 

1 







Protection of whistle-blowers and anonymous reporting 

100% 


0 

0 


0 

100% 







Risk monitoring 

100% 


0 

0 


0 

100% 







Attending risk management events 

1 


0 

0 


0 

1 













Employees: -Risk Management Services 


Job Levei 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

0 

0 









0% 

7-9 

0 

0 




10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

1 

3 

4 

2 

50% 
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1 Financial Performance 2013/2014-Risk Management Services I 



2012/2013 


2013/2014 

2012/2013 


Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 



Total Revenue 


0 

0 

0 


0 


1 

D% 












Employees 











Repairs and Maintenance 


0 

0 

0 


0 


1 

D% 


Other 


0 

0 

0 

0 


1 

3% 


Total Operational Expenditure 










Net 

Operational Expenditure 
















T 

3.21.5 






















Capital Expenditure 2013/2014: - 

Risk Management Services 





Capital Projects 

2013/2014 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

0 

0 

385 838.00 

0% 

385 838.00 

Installation of Barn Owl 

0 

0 

385 838.00 

0% 

385 838.00 

T 3.21.6 



COMMENT ON RISK MANAGEMENT SERVICES PERFORMANCE 

The unit has managed to inculcate the risk management culture amongst employees at senior 
management and middle management, but it is still a long way to go for all the employees to 
make risk management part of their daily routines. 

A vigorous awareness campaign is under the pipeline especially with the rollout of the toll-free 
number and the email council and management believe that risk management will be taken 
seriously by all concerned in future. 
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3.22 INTRODUCTION TO INTERNAL AUDIT 


Internal Audit (lA) Unit was established in 2001 in order to achieve the requirements of section 165 
of Municipal Finance Management Act no. 56 of 2003 which states; "Each municipality and each 
municipal entity must have an internal audit unit..." Furthermore, section 62 (1) (c) (ii), states that 
"the Accounting Officer of the municipality is responsible for managing the financial 
administration of the municipality, and must for this purpose take all reasonable steps to ensure 
that the municipality has and maintains effective, efficient and transparent systems of internal 
audit operating in accordance with any prescribed norms and standards". 

The lAU has been in operation for more than 13 years (2001- 2014) and it is currently operating with 
six personnel and their professional developments are been taken care off through the years. The lA 
unit had been instrumental in assisting the municipality's management to achieve their desired 
goals. 

The lAU is conducting its activities in terms of the International Standards for the Professional 
Practice of Internal Auditing (ISPPIA), which makes emphasis on the internal audit activity to 
evaluate and contribute to the improvement of risk management, control, and governance 
processes using a systematic and disciplined approach. 

The vision of internal audit is to be a professional function staffed by well-trained qualified staff, 
using leading edge methodologies and tools to provide value-adding services to Setsoto 
Municipality. 

The mission is to deliver optimal service to our auditable entities including management and to 
provide objective feedback on the quality of organisational controls and performance. 

Furthermore, Internal Audit is an independent, objective assurance and consulting function 
established to examine and evaluate activities, and to assist the Audit Committee, the Council and 
Management in the effective discharge of their responsibilities. 

The lAU undergone the external quality assurance in October 2009 and the outcome reveals that the 
unit is in level two which is partially conforms to the ISPPIA. For the past three years the office of 
the Auditor General was putting a reliance on the work of the lAU. 

T 3.22.1 


SERVICE STATISTICS FOR INTERNAL AUDIT 


DETAILED 

2012/2013 

2013/2014 

2014/2015 


Actual 

Estimated 

Actual 

Estimated 


Number 

Number 

Number 

Number 

Development of Quarterly Reports 

32 

32 

37 

34 

Approved Audit Policy 

1 

1 

1 

1 

Approved Three Year Rolling Plan - Strategic Planning 

1 

1 

1 

1 

Approved Coverage Plan 

1 

1 

1 

1 

Approved Procedural Manual 

1 

1 

1 

1 

Audit and Performance Audit Committee Meeting 

3 

4 

6 

4 


T 3.22.2 
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Internal Audit Service Objectives Taken From IDP 

Service Objectives 


utline Service Targets 


Service indicator 


2012/2013 

2013/2014 

2014/2015 

L 

2015/2016 

Target 

Actual 

Target 

Actual 

Target 

Previous 


Previous 

Current 


Current 

Current 


Following Year 

Year 


Year 

Year 


Year 

Year 



(ill) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 


(X) 


Ensure compliance \A/ith International Standards for the 
Professional Practice of Internal Auditing and section 165 
of the Municipal Finance Management Act 


Number of reports produced 

38 

32 

38 

32 

37 

34 

34 

34 

Number of ad hoc reports 
produced 

4 

4 


4 

4 

6 

4 

4 

4 

Number of system description 
compiled 


38 

41 



38 

41 


61 

50 

50 

50 

Number of audit programs 
compiled 


38 

39 



38 

39 


48 

48 

48 

48 

Number of quarterly plans 


14 

31 



14 

32 


39 

39 

39 

39 


Ensure compliance w/ith section 2010 of the International 
Standard for the Professional Practice of Internal Auditing 

(ISPPIA). 

Ensure compliance w/ith section 2040 of the International 
Standard for the Professional Practice of Internal 
Auditing. 

Ensure compliance \A/ith International Standard for the 
Professional Practice of Internal Auditing, King 111 report 
and section 165 & 166 of the MFMA 


complied 

Number of set of progress 
reports compiled 
Number of assurance report 
produced 

Number of declaration of 
independency and secrecy 
signed. 

Number of personnel affiliated 
to the professional body 
Number of three year rolling 
plan and coverage plan 
compiled 

Number of procedural manual 
compiled 

Number of audit policy 
compiled and approved 
Number of audit and 
performance audit committee 
meetings held 

Number of divisional meetings 
held 






Employees: -Internal Audit Services 


Job Levei 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

4 

4 

4 

0 

0% 

4-6 

0 

0 

0 

0 

0% 

7-9 

2 

6 

2 

4 

40% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Totai 

6 

10 

6 

4 

40% 

T 3.22.4 











Financial Performance 2013/2014-lnternal Services 



Details 


2012/2013 

2013/2014 

Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 








Budget 



Total Revenue 


0 

0 

0 


0 

0 









Employees 


2 230 391.44 

2 320 973.83 

2 185 753.57 


2 265 460.55 

79 706, 

.98 



Repairs and Maintenance 


0 









other 


0 

18 900.00 

0 


285 512.00 

266 612.00 



Total Operational Expenditure 


2 230 391.44 

2 339 873.83 

2 185 753.57 


2 550 972.55 

346 318.98 



Net Operational Expenditure 


2 230 391.44 

2 339 873.83 

2 185 753.57 


2 550 972.55 

346 318.98 







T3 

.22.5 






















Capital Expenditure 2013/2014: - 

Internal Audit Services 









2013/2014 






Capital Projects 


Total All 


Budget 


Adjustment 

Budget 


Actual 

Expenditure 


Variance 

to 

Budget 


Total Project 
Value 


No capital projects for the year under review 


T 3.22.6 


COMMENT ON INTERNAL AUDIT SERVICES PERFORMANCE 

Internal Audit Unit will proactively partner with Setsoto Municipality management on the 
performance of financial, compliance, information technology operational, risk assessment and 
performance audits, as well as consulting reviews and special projects, to maximise value adding 
contributions from the process. Value is created with an integrated audit approach using well- 
trained, knowledgeable qualified staff, total quality management principles, teamwork, and 
innovation. The unit endeavour to improve its performance in terms of complying fully with the 
ISPPIA. 
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3.23 INTRODUCTION TO INTEGRATED DEVELOPMENT PLANNING AND PEROFRMANCE 
MANAGEMENT SYSTEMS 

The Integrated development Planning and Performance Management Systems Division is a principal 
strategic planning instrument which guides and informs all planning, budgeting, management and 
decision-making processes in a municipality. 

IDP is a 5 -year development plan directly linked to 5 year term of office for local councillors 
therefore It means that planning has to be developmental and it has to focus on the needs of the 
poor. The IDP process can take up to 9 months to complete the cycle, but the process does not 
affect the implementation of existing projects in a municipality. 

Involves entire municipality and its citizens finding the best solutions to achieve sustainable long 
term development. It's the allocation available and accessible resources around certain 
development priorities and strategies and focus on service delivery. IDP is drawn up to improve the 
quality of people's lives through the formulation of integrated and sustainable projects and 
programmes. 

Performance Management is a process which measures the implementation of the organisation's 
strategy. At Local Government level this has become an imperative, with economic development, 
transformation, governance, finance and service delivery being the critical elements in terms of 
Local Government Strategy. 

Performance Management provides the mechanism to measure whether targets to meet its 
strategic goals, set by the organisation and its employees, are met. National Government has also 
found it necessary to institutionalize and provide legislation on the Performance Management 
Process for Local Government. 

The Municipal Systems Act (MSA), 2000 requires municipalities to establish a performance 
management system. Further, the Municipal System Act, 32 of 2000 and the Municipal Finance 
Management Act, 56 of 2003, requires the Integrated Development Plan to be aligned to the 
municipal budget and to be monitored for the performance of the budget against the Integrated 
Development Plan via the Service Delivery and the Budget Implementation. 

In addition. Regulation 7 (1) of the Local Government: Municipal Planning and Performance 
Management Regulations, 2001 states that "A Municipality's Performance Management System 
entails a framework that describes and represents how the municipality's cycle and processes of 
performance planning, monitoring, measurement, review, reporting and improvement will be 
conducted, organised and managed, including determining the roles of the different role players." 

Performance Management, therefore, is not only relevant to the organisation as a whole, but also to 
the Individuals employed in the organization as well as the External Service Providers and the 
Municipal Entities. Given this background, it is important that a framework for Performance 
Management be established, implemented and monitored. This framework therefore describes how 
the municipality's performance process, for the organisation as a whole will be conducted, organised 
and managed. 
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1 SERVICE STATISTICS FOR INTEGRATED DEVELOPMENT PLANNING AND PEROFRMANCE MANAGEMENT SYSTEMS 


DETAILED 

2012/2013 

2013/2014 

2014/2015 


Developed IDP Review Process Plan 

1 

1 

1 


Developed IDP document 

1 

1 

1 


Approved PMS Framework 

1 

1 

1 


Signing of Performance Agreements 

5 

5 

5 


Signing of Performance Plans 

5 

5 

5 


Development of Quarterly Reports 

4 

4 

4 


Development of a Mid-year Performance Assessment Plan 

1 

1 

1 


Development of Annual Performance Report 

1 

1 

1 


Development of Annual Report 

1 

1 

1 


Performance Audit Committee meeting 

3 

4 

3 


Community Representative Forum meeting 

2 

2 

2 


IDP Steering Committee meeting 

4 

2 

4 
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Integrated development Planning and Performance Management Systems Service Objectives Taken From IDP 


Service Objectives 


utline Service Targets 


Service indicator 


2012/2013 

2013/2014 

2014/2015 

L 

2015/2016 

Target 

Actual 

Target 

Actual 

Target 

Previous 


Previous 

Current 


Current 

Current 


Following Year 

Year 


Year 

Year 


Year 

Year 



(iii) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 


(X) 


Review/ of the iDP 

Presentation ofthe Annuai Performance Report 

2011/2012 

Presentation ofthe Annuai Report 2011/2012 


Presentation ofthe Annuai Oversight Report to 

communities 

iDP/Budget Roadshows 

Refined ward committee modei 


Number of approved iDP 

documents 

Number of community 
consuitative meeting 
Number of council meetings 
where the Annual Report 
2011/2012 
tabled 

Number of community 
consultative meetings 
Number of road shows held 
Number of public meetings 
held 









Employees: -Internal Audit Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 






0% 

4-6 

0 

2 

0 

2 

100% 







10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

2 

5 

2 

3 

60% 

T 3.23.4 


Financial Performance 2013/2014-lntegratecl Development Planning and Performance Management Systems 



2012/2013 

2013/2014 

Details 


Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 


Total Revenue 


0 

0 

0 


0 


1 

D% 








Employees 


790 677 

880 290 

1 154 510 


1 149 574 


0.43% 1 

Repairs and Maintenance 


0 

0 

0 


0 




Other 


96 138 

255 000 

195 000 


113 097 


4.2% 

1 Total Operational Expenditure 

886 815 

1 135 290 

1 352 510 

1626 710 1 


-20% 

Net Operational Expenditure 


(886 815) 

(1 135 290) 

(1 352 510) 

c 

L 626 710) 


-20% 





T 
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1 Capital Expenditure 2013/2014: - 

Integrated development Planning and Performance 

Management Systems 



Capital Projects 



2013/2014 





Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 






No capital project were delivered for the period under review 


T 3.23.6 


COMMENT ON INTEGRED DEVELOPMENT PLANNING AND PERFORMANCE MANAGEMENT 
SYSTEMS' SERVICES PERFORMANCE OVERALL 

The process of reviewing the municipality's integrated Development Planning is well coordinated 
with programme of action, costing and budgeted cost. These processes have unfolded not 
according to plan due to other commitments the councillors and official had to attend to, with a 
particular mention of the general election being held during the period under review. 

In terms of performance management system, continuous monitoring took place with the 
production of quarterly reports in terms of legislation and a particular emphasis need to be made 
of following up on those recommendations made by the reports. 
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3.24 INTRODUCTION TO FINANCIAL SERVICES 

In this report a financial snapshot was conducted to assess the financial performance of the financial 
year as at 30 June 2014. The actual organizational performance will be measured within the Service 
Delivery and Budget Implementation Plan for the reporting period, where performance is to be 
examined against predetermined and defined key performance areas. 

Firstly the total picture is provided on the Finance Department as a whole, thereafter for the 
respective individual sections of the department. Pertaining the Revenue and Expenditure reporting, 
the Organizational structure changed during the year and thus the reporting per section was done 
on a proportional basis, based on the number of employees in the said section. 


T 3.24.1 


Debt Recovery 

Details of the 

2012/2013 

2013/2014 

2014/2015 

account 

raised and 

recovered 

Actual for 

accounts 
billed in year 

Proportion of 
accounts 

value billed 
that were 

collected in 
the year % 

Billed in Year 

Actual for 

accounts 
billed in year 

Proportion of 
accounts 

value billed 
that were 

collected% 

Estimates 

outcome for 

accounts 
billed in year 

Estimated 
proportion of 
accounts 

billed that 

were 

collected % 

Property 

Rates 

33 195 


58% 

36 804 

22 122 

60% 



39 748 

65% 


Electricity- 

B&C 

53 457 


80% 

59 661 

49 898 

84% 


64 070 

90% 


Water-B&C 

20 536 


32% 

25 868 

9 105 

35% 



28 455 

55% 


Sanitation 

12 623 


22% 

15 309 

3 094 

20% 



16 840 

35% 


Refuse 

14 922 

30% 

17 558 

5 091 

29% 



19 314 

35% 


other 

192 

5% 

3 888 

401 

10% 



4 082 

35% 



T 3.24.2 


CORNCERNING 

As depicted in the above table the overall average collection rate is 40%. The main contributor of the 
low payment rate is due to non-registration of indigents resulting in consumers forfeiting grant 
allocation. The best performing service is electricity followed by property rates. This is due to that 
Council has enforcing collection method in these services. 
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INTRODUCTION TO REVENUE MANAGEMENT 

The Revenue Division of Setsoto Municipality is responsible for various activities, the major 
objectives being Revenue Management and Debt Collection. 
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1 SERVICE STATISTICS FOR REVENUE MANAGEMENT 


DETAILED 

2012/2013 

2013/2014 

2014/2015 


Payment rate% on billed accounts 

69.5% 

60.45% 

85% 


% of queries related to the opening and closing of accounts within 5 
days. 

N/A 

79% 

N/A 


Number of billing errors identified and corrected 

N/A 

1.75% 

N/A 


Amount collected on arrears on a monthly basis 

R3 074 688 

R 1 513 971 

N/A 


Number of indigents registered 


4731 

8 000 


Number of exception reports send to the electricity manager on 
monthly basis 

0 

3 

12 


Implementation of the valuation roll from the 1 July 201 4 

N/A 

1 

100% 


All accounts are send out timeously 

100% 

100% 

95% 


Signed off reconciliations by delegated official. 

N/A 

3 

N/A 


Number of customer queries resolved within three working days 

80% 

12.5% 

60% 


Number of complaints register reconciled to resolved issues 

N/A 

12.5% 

N/A 


The number of queries answered within 5 working days of receiving the 
query 

10% 

79% 

100% 


Number of information brochure compiled and distributed to 
consumers 

N/A 

0 

N/A 
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1 Revenue Management Service Objectives Taken From IDP | 

Service Objectives 



^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 

□ 

2015/2016 





Target 

Actual 

Target 

Actual 

Target | 

(i) 

Service Indicator 

(ii) 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

Increase in speed of payment of tariffs, tax demands, 
invoice 










To maximize Revenue coilection 


Payment rate% on billed 
accounts 

75% 

69.5% 

75”/ 

0 

75% 

60.45% 

75% 

85% 

0 

Registration of indigent consumers 



Number of indigents 
registered 

7000 

6400 

7000 

9000 

4731 

9000 

8000 

0 

impiementation of Customer Care 



Number of queries resolved 
within 3 days 

100% 

80% 

100% 

80% 

12.5% 

80% 

60% 

0 

Responding to Internal Audit queries 

\«ithin 5 days 

% of queries answered 
within 5 days 

100% 

10% 

100% 

100% 

79”/ 

0 

100% 

100% 

0 







Employees: -Revenue Management Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

2 

4 

2 

2 

50% 

4-6 

3 

8 

5 

4 

44% 

7-9 

18 

27 

29 

7 

19% 

10-12 

7 

14 

6 

8 

57% 

13-15 

0 

0 




16-18 

0 

0 




19-20 

0 

0 




Total 

30 

53 

42 

21 

33% 
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Financial Performance 2013/2014-Revenue Management Services 


R'OOO 



Details 


2012/2013 

2013/2014 


Actual 

Original 

Budget 

Adjustment 

Budget 



Actual 

Variance to 
Budget 

Total Revenue 


62641 

64772 

55672 



53558 


-4% 








Employees 


7879 

9152 

8686 



8573 


-1% 

Repairs and Maintenance 


0 

0 

0 



0 


0% 

Other 


2790 

6499 

0 


8279 


100% 

Total Operational Expenditure 

10669 

15651 

8686 



16852 


48% 

Net 

Operational Expenditure 


-51972 

6499 

0 



-36706 


100% 






T 
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Capital Expenditure 2033/2014: - 

Revenue Management Services 







2013/2014 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 


Total All 

No Capital project during the current financial year 






COMMENT ON REVENUE MANAGEMENT SERVICES PERFORMANCE OVERALL 

The overall average collection rate was 40% - that is without subsidies. The main contributor of 
the low payment rate is due to non-registration of indigents resulting in consumers forfeiting 
grant allocation. The best performing service is electricity followed by property rates. 

This is due to the fact that Council had enforced collection methods in these services. The total 
operating revenue is 4 % below the adjusted budget amount, predicting a correct anticipation of 
funds to be received. Despite a vacancy rate of 33% the overall performance or Revenue Division 
was satisfactory. 

We have emerged from times of low cash flow levels, which meant that without billing and 
collection of outstanding collection of outstanding debt the municipality would not have been 
able to meet its commitments every month, which includes payment of salaries and other 
operational expenditure. Debt collection should be made a priority in the next Financial Year to 
enhance the cash flow and thus increasing the spending capability on the core function - Service 
Deliver 

T 3.25.6 


3.26 INTRODUCTION TO BUDGET AND FINANCIAL STATEMENTS 

The main aim and responsibility of the Budget and Reporting section is to report the financial 
position and performance of the municipality to Council. These reporting are done in terms of 
prescribed templates from National T reasury and to ensure that the accounting of transaction and 
financial statements are done according to GRAP standards as approved and adopted. 

T 3.26.1 


SERVICE STATISTICS FOR BUDGET AND FINANCIAL STATEMENTS 

DETAILED 

2012/2013 

2013/2014 

2014/2015 

The number of queries answered within 5 working days of receiving the 
query 

60% 

88% 

95% 

The number or queries answered within the stipulated timeframes 

80% 

95% 

95% 

Number of budget related policies reviewed and adopted 

5 

1 

1 

Submission of signed and electronic copies of section 71 reports to the 

Mayor, NT, PT within 10 working days 

12 

12 

12 

Submission of the Mid-Year performance assessment budget, report on 
January 2014 to Municipal council 

1 

1 

1 

Submit a report to council on the implementation of the budget and the 
financial state of the municipality 

12 

12 

12 

Submission of annual financial statements to AG by 31 August 

1 

1 

1 

Submission of draft-budget to the municipal council before the end of March 

1 

1 

1 

Submission of annual budget to the council before the end of May 

1 

1 

1 

Quarterly report on risk implementation 

0 

4 

4 

Number of exception reports send to the electricity manager on monthly 
basis 

0 

3 

12 
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Budget and Financial Statements Service Objectives Taken From IDP 

Service Objectives ^Loutline Service Targets 


Service indicator 


2012/2013 

Target Actual 

Previous 


2013/2014 

Target | Actual 


2014/2015 


2015/2016 


Following 

Year 


To compile the budget according to MFMA and other 
relevant legislations 


To compile and submit section 71 reports within 10 
working days 


To compile and submit the Financial Mid-Year 
performance assessment report 


To compile and submit the Financial Mid-Year 
performance assessment report 


An adopted draft budget 
before end of March each 
year. A final budget to be 
considered by Council by end 
of May. 

Submission of signed and 
electronic copies of section 71 
reports to the Mayor, NT, PT 
within 10 working days 
Submission of the Mid-Year 
performance assessment 
budget, report on 25th 
January 2014 to Municipal 
council 

Submission of the Mid-Year 
performance assessment 
budget, report on 25th 
January 2014 to Municipal 
council 


(iii) 

2012-08-31 


Jiy) 

2012-08-31 


(V) 

2012-08-31 


(Vi) 

2013-08-31 


2013-05-31 2013-05-31 2014-05-31 2014-05-31 


(vii) (viii) (ix) 

2013-08-31 2014-08-31 2015-08-31 


2014-05-29 2015-05-31 2016-05-31 


(X) 

2016-08-31 


2017-05-31 


12 U 12 

111 








Employees 2013/2014: -Budget and Financial Statements Services 


Job Level 

2012/2013 

2013/2014 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

2 

3 

2 

1 

33% 

4-6 

0 

4 

0 

4 

100% 

7-9 

1 

3 

1 

2 

67% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

3 

10 

3 

7 

70% 
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I Financial Performance 2013/2014-Budget and Financial Statements | 





2012/2013 

1 2013/2014 1 


Details 

Actual 

Original 

Budget 

Adjustment 

Budget 


Actual 

Variance to 
Budget 



Total Revenue 


1925 

2150 

1830 


4407 


58% 











Employees 


1313 

1525 

1448 


1429 


-1% 


Repairs and Maintenance 


0 

0 

0 


0 


0% 


Other 


0 

0 

0 


0 


0% 


Total Operational Expenditure 

1313 

1525 

1448 

1429 


-1% 


Net 

Operational Expenditure 


-612 

-625 

-382 


-2978 


87% 
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Capital Expenditure 2013/2014: - 

Budget and Financial Statements Services 


1 

R'OOO 

Capital Projects 

2013/2014 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

2100 

2300 

2064 

-2% 


Financial System 

2100 

2300 

2064 

-2% 

2300 

T 3.26.6 



COMMENT ON BUDGET AND FINANCIAL STATEMENTS PERFORMANCE OVERALL 

As per the tables above it is evident that the sections performance can be regarded as fair to 
excellent if it is taken into account that the said section had a 70% vacancy rate on their personnel 
structure. An additional achievement reach was the acquiring of the new financial system that are 
currently started with the implementation thereof. All relevant reporting was done on or before 
the due date as expected. 
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3.27 INTRODUCTION TO EXPENDITURE 

Expenditure section is responsible for the payment of invoices received from Suppliers for goods and 
services delivered and are processed in terms of the MFMA Sec 65. This section plays a pivotal role 
in the public's perception of the municipality in terms of whether we pay our suppliers timeously 
and has a direct influence on the service delivery which is one of the main objectives of the 
Municipality. 

T 3.27.1 



SERVICE STATISTICS FOR EXPENDITURE 


DETAILED 

2012/2013 

2013/2014 

2014/2015 

To ensure proper approval of expenditure 

0 

100.00% 

99.00% 


To ensure that payments are made to the relevant service 
provider 

0 

100.00% 

99.00% 


To ensure that vouchers are filed 100% 

100% 

100% 

95% 


To ensure that creditors are reconciled on a monthly basis 

30 Days 

80% 

78% 


Ensure that 80% of service providers are paid within 30 days 

0 

100% 

80% 


That any Unauthorised, irregular or fruitless and wasteful 
expenditure and any other losses are prevented 

0 

12 

12 



T 3.27.2 


130 




Expenditure Service Objectives Taken From iDP 

Service Objectives 



^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 

2015/2016 





Target 

Actual 

Target 

Actual 

1 Target 

(i) 

Service Indicator 

(ii) 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

To ensure approval of expenditure 

To ensure approval of 
expenditure 



0 

100% 

99% 




To ensure that payments are made to the relevant 
service providers 

To ensure that payments 
are made to the relevant 
service providers 



0 



100% 

99”/ 

0 




To file all payment vouchers 



To ensure that vouchers 
are filed 100% 

100% 

90% 

100% 


100% 

95”/ 

0 




Paid suppliers within 30 days 



Ensure that 80% of service 
providers are paid within 30 
days 



30 



80% 

78”/ 

0 




Reconciliations of creditors with creditors 
statements 

To ensure that creditors are 
reconciled on a monthly 
basis 



0 



100% 

80”/ 

0 




Register of unauthorised, irregular or fruitless and 
wasteful expenditure and any other losses 
prevented 

That any unauthorised, 
irregular or fruitless and 
wasteful expenditure and 
any other losses prevented 



0 



12 

12 







Employees 2013/2014: -Expenditure Services 

2012/2013 ~ 

... . Employees No Pc 

Job Level 


Posts No 


2013/2014 

Employees No I V 


Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of totai posts) 

0 

0% 

3 

75% 

5 

71% 

0 

0% 

0 

0% 

0 

0% 

0 

0% 

8 

62% 
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Financial Performance 2013/2014-Expenditure 

2012/2013~ 

Detaiis Actual 

Total Revenue 
Employees 

Repairs and Maintenance 

Other 

Total Operational Expenditure 
Net Operationai Expenditure 


2012/2013 

2013/2014 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 
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Capital Expenditure 2013/2014: - Expenditure Services 

I 2013/2014 

. Budget Adjustment Actual Variance Total Project 

api a rojec s Budget Expenditure to Value 

Budget 

Total All 


T 3.27.6 


COMMENT ON EXPENDITURE SERVICES PERFORMANCE OVERALL 

In accordance to the MFMA, Sec 65 (e) all money owing by the municipality must be paid within 
30 days of receiving the relevant invoice or statement. Expenditure section maintained an average 
percentage of 80% during this year. 

The section also achieved the implementation of the reconciliation between the supplier's 
statement and the individual creditor's ledger in the municipalities' records. In all the objectives 
an average percentage of 80% was maintained within the section 
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3.28 INTRODUCTION TO SUPPLY CHAIN MANAGEMENT 

Our mission is to be transparent in the transactional execution, effective, efficient and cost effective 
in line with the demand and also to ensure availability of goods and services when needed in order 
to advance the service delivery. 

Our vision is to be committed towards selfless, excellent and sustainable service to all service 
providers and to the community at large. 

T 3.28.1 


1 SERVICE STATISTICS FOR SUPPLY CHAIN MANAGEMENT 

DETAILED 

2012/2013 

2013/2014 

2014/2015 

To implement effective acquisition management system 

100% 

70% 

80% 
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1 Supply Chain Management Service Objectives Taken From IDP | 

Service Objectives 

(i) 

Service Indicator 

^Outline Service Targets 

2012/2013 

2013/2014 

2014/2015 2015/2016 

(ii) 

Target 

Actual 

Target 

Actual 

Target 

Previous 

Year 

(iii) 

(iv) 

Previous 

Year 

(V) 

Current 

Year 

(Vi) 

(vii) 

Current 

Year 

(viii) 

Current 

Year 

(ix) 

Following Year 

(X) 

improve a turnaround time in issuing of invoices 

Quotation - Sdays 

Seven days - 12 days 

Bid - 90 days. Report on 
turnaround 




100% 

70% 

80% 




To reduce number of deviations 


Report on number of 
deviations 




100% 

10% 

10% 




Adherence to SCM Poiicy and procedure manuals 

Report on SCM performance 
per month 




12 

12 

12 




1 Stocktaking 


Complete stock take 




100% 

100% 

100% 






Employees 2013/2014: -Supply Chain Management Services 
I 2012^013 


2013/2014 


Job Level 

Employees No 

Posts No 

Employees No 

Vacancies 
(fulltime 
equivalent) No 

Vacancies (as a 
% of total posts) 

0-3 

0 

1 

0 

1 

100% 

4-6 

2 

4 

2 

2 

50% 

7-9 

4 

12 

4 

8 

67% 

10-12 

0 

1 

1 

0 

0% 

13-15 

0 

1 

1 

1 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

6 

19 

7 

12 

63% 
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Financiai Performance 2013/2014-Suppiy Chain Management 

2012/2013 

Detaiis Actual Original 

Budget 

Total Revenue 48 381 0 


Employees 1 838 

Repairs and Maintenance 0 

Other 2 525 

Total Operational Expenditure 4 363 

Net Operational Expenditure (44 018) 


2013/2014 

Adjustment Actual 

Budget 


Variance to 
Budget 


2 136 

2 027 

2 000 

0 

0 

0 

2 310 

0 

2 389 

4 446 

2 027 

4 389 

(4 446) 

(2 027) 

(4 389) 


-7% 

0% 

3% 

- 1 % 

- 1 % 
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Capital Expenditure 2013/2014: - Supply Chain Management Services 

2013/2014 

. Budget Adjustment Actual Variance Total Project 

api a rojec s Budget Expenditure to Value 

Budget 

Total All 

No capital projects implemented during the year under review 


T 3.28.6 


COMMENT ON SUPPLY CHAIN MANAGEMENT SERVICES PERFORMANCE OVERALL 

With the limited level of employees that we have been operating with, in fact it was a great 
challenge to realise our mission and vision but we have strived to achieve the best with the 
limited resources at our disposal. 

Challenges are that documents that are brought forth to the division to be processed within a very 
short space of time with incomplete documentation and the end user department expect the 
division to act within the framework; hence the implementation of the procurement plans will 
help a great deal. 
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3.29 INTRODUCTION TO ASSETS MANAGEMENT 


The goal of asset management is to achieve the required level of service in the most cost effective 
manner, which is achieved through management of the asset's life cycle. To be effective, asset 
management shall include the following: 

• Service level needs, identified in the IDP process,(these shall drive asset management 
practices and decision-making); 

• Asset management plans that are an integral part of the municipal planning process; 

• Asset acquisition decisions that are based upon the evaluation of alternatives, including 
demand management and non-asset solutions; 

• Defined responsibility and accountability for performance, safe custody and use; 

Disposal decisions based upon an analysis of disposal options, designed to achieve the best possible 
return for the municipality and made in accordance with the provisions of the MFMA. 
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SERVICE STATISTICS FOR ASSETS 

MANAGEMENT 




DETAILED 

2012/2013 

2013/2014 

2014/2015 


Updated Asset Register in accordance with GRAP Standards requirements 


0 

70% 



100% 


Coilecting information pertaining to assets acquisition and disposals 


0 

1 



12 


Physically verified the existing assets for both movable and Infrastructure 
assets 


0 

1 



4 


Create and update inventory list of all movable assets 


0 

1 



4 


Update Asset register with new 

acquisition and transfer of assets 


0 

3 



12 


Preparation of monthly reconciliation reports between General Ledger and 

Fixed Asset Register and Section 71 Reports 


0 

3 



12 


Resolving all internal and external audit queries pertaining to assets 


0 

100% 



100% 


Adhering to three key internal controls that pertains to assets 


0 

3 



12 


Review the Asset Management 

Policy 


0 

1 



1 


Update Asset Risk Register 




0 

1 



4 
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Assets Management Service Objectives Taken From iDP 

Service Objectives 


Service indicator 


Update Assets register in Accordance with 

requirements 

Coliect information with regard to assets 

Physical verification of movable assets and high value 
assets 

Create & update the inventory list of all movable assets 
Prepare a monthly reconciliation reports 


utline Service Targets 


2012/2013 

Target Actual 

Previous 
Year 

(iii) (iv) 


2013/2014 

Target 


% of GRAP Standards 

complied with 

Number of reports 
generated 

Number of verification 

conducted 

Number of inventory list 
created and updated 
Number of reconciliation 
reports generated 



2014/2015 I 2015/2016 
Target 

Current Current Following Year 
Year Year 

(viii) (ix) (x) 





Employees 2013/2014: -Assets Management Services 


Job Level 


2012/2013 
Employees No 


Posts No 


2013/2014 

Employees No Vacancies 

(fulltime 
equivaient) No 


Vacancies (as a 
% of total posts) 
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Financial Performance 2013/2014Assets Management Services 

2012/2013 

Details Actual Original 

Budget 

Total Revenue 0 0 


Employees 

Repairs and Maintenance 
Other 

Total Operational Expenditure 


1,615,236,70 

1,615,236,70 


4,154,843 

4,154,843 


2013/2014 

Adjustment Actual 

Budget 

0 0 


1,125,469,90 


Variance to 
Budget 


Total Operational Expenditure 1,615,236,70 4,154,843 1,125,469,90 

Net Operational Expenditure (1,615,236,70) (4,154,843) (1,125,469,90) 
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Capital Expenditure Year 0: - Assets Management Services 

Year 0 

Budget Adjustment Actual Variance Total Project 
api a rojec s Budget Expenditure to Value 

Budget 

Total All 2,100,000 2,100,000 0 0 0 ^ 
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COMMENT ON ASSETS MANAGEMENT SERVICES PERFORMANCE OVERALL 

Generally the Setsoto Local Municipality's assets performance is inadequate, due to ageing Fleet Management 
Services and dilapidated Infrastructure. The ageing fleet is frequently break-down and this led to poor 
performance of the fleet management. 

On other hand the dilapidated infrastructure is constantly fixed on an hour to hour basis, and this lead to reduce 
service level delivery (i.e. Water pipes are made of asbestos and very old, from time after time the pipes burst 
most of the time. All this tempered with flow or supply of water to the community. 
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Chapter 4 


COMPONENT A: INTRODUCTION TO MUNICIPAL PERSONNEL 
4.1 EMPLOYEEE TOTALS, TURN OVER AND VACANCIES 


EMPLOYEES 

Description 

2012/2013 

2013/2014 


Employees no 

Approved post 

Employees no 

Vacancies no 

Vacancies % 

Water 

84 

87 

73 

14 

16% 

Waste Water 
(Sanitation) 

80 

99 

93 

6 

6% 

Electricity 

27 

32 

27 

5 

16% 

Waste 

Management 

102 

102 

100 

2 

1% 

Housing 

17 

26 

16 

10 

38% 

Project 

Management 

unit 



5 

9 

5 



4 

45% 








Roads 



90 

94 

83 



11 



12% 

Transport 



0 

2 

1 



1 



50% 

Cemeteries 



28 

29 

27 



2 



6% 

Local Economic 
Development 



3 

12 

1 



11 



91% 

Finance 



55 

103 

64 



38 



36% 

Corporate 

Service 



90 

93 

60 



33 



35% 

Municipal 
Manager's Office 



10 

39 

25 



9 



23% 

Fire fighters 



1 

33 

2 



31 



93% 

Security and 

Safety 



35 

66 

35 



31 



46% 

Sports and 
recreation 



60 

74 

64 



10 



13% 

Corporate Policy 
Offices and 

Others 

14 

40 

14 

19 

47% 

Total 

701 

940 

688 

237 

25% 
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1 Vacancy Rate: 2013/2014 | 

Description 

Total approved Posts 

Vacancies (total time that 
vacancies exist using 
fulitime) 

Vacancies (as a proportion 
of total posts in each 
category)% 

Municipal Manager 

1 

0 

0% 

Chief Financial Officer 

1 

0 

0% 

Other section 56 Manager 

3 

0 

0% 

Traffic officers 

25 

9 

36% 

Fire fighters 

33 

31 

93% 

Senior Management Level 
13-15 (excluding Finance) 

11 

6 

54% 

Senior Management Level 
13-15 (Finance) 

4 

2 

50% 

Flighly skilled supervision 
level 9-12 (excluding 

Finance posts) 

44 

10 

23% 

Flighly skilled supervision 
level 9-12 (Finance posts) 

9 

3 

33% 
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COMMENT ON VACANCIES AND TURN-OVER 

All section 56 Managers and the Municipal Manager's positions were 
review. 

filled during the period under 







1 

'4.1.3 

COMPONENT B: MANAGING 

1 THE MUNICIPAL WORKFORCE 





INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT 

During the financial year the reviewed organisational structure was adopted and all Human 
resources policies are about to be reviewed to be in line with the current legislation, as well 
filling of all critical positions. 

as the 
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4.2 Policy Development 


Name of policy 

Completed% 

Reviewed 

Date Adopted 

3 

Code of Conduct for Employees 

100% 

0% 

15/09/2005 

4 

Dress Code Policy 

100% 

0% 

28/09/2010 

5 

Employment Equity Plan 

100% 

100% 

30/05/2013 

6 

Employment Equity Policy 

100% 

0% 

30/05/2013 

7 

Employment Assistance Policy 

100% 

0% 

04/12/2009 

8 

Employee Performance Appraisal System 

100% 

0% 

30/05/2008 

9 

Geographical Relocation Policy 

100% 

0% 

19/12/2002 

10 

Human Resource Policy Manual 

100% 

0% 

10/12/2007 

11 

Occupational Health & Safety Policy 

100% 

0% 

01/05/2007 

12 

Performance Management Policy Framework 

100% 

0% 

30/05/2012 

13 

Promotion, Demotion and Transfer Policy 

100% 

0% 

24/10/2013 

14 

Placement Policy 

100% 

0% 

28/02/2002 

15 

Staff Retention Policy 

100% 

0% 

29/11/2012 
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COMMENT ON WORKFORCE POLICY DEVELOPMENT 

All policies are to be reviewed during the financial year 2014/2015. 

4.3 INJURIES, SICKNESS AND SUSPENSIONS 


T4.2.1.1 


Number and Cost of Injuries on Duty 

Type of Injury Injury leave 

Taken 


Required basic medical 
attention only 
Temporary total 
disablement 
Permanent disablement 
Fatal 

Total 


Employees using 
injury leave No 


Proportion Average Total 

employees Injury leave Estimated 
using sick ieave per employee Cost 
% Days R'OOO 


15 038.65 
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Number of days and Cost of Sick Leave (excluding injuries on duty) 
Salary band I Total sick leave I Proportion sick I Employees 


Lower skilled 
(level 1-2) 

24 

Skilled (level 3- 

40 

5) 



Highly skilled 
production 
(level 6-8) 

136 

Highly skilled 
supervision 
(level 9-12) 

6 

Senior 

management 
(level 13-15) 

230 

MM and section 

65 

56 



Total 

501 


leave without using sick leave employees in 
medical post 

certification 

% No No 

90 % 10 3 ' 


Average sick Estimated Cost 

leave per 
employees 

Days R'OOO 


61 
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Number of days and Cost of Sick Leave 



I Number of days and Cost of Sick 
Leave 
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COMMENT ON INJURY AND SICK LEAVE 












1 

'4.3.4 


Number and Periods of Suspensions 

Position 

Nature of Aiieged 
Misconduct 

Date of Suspension 

Detaiis of Discipiinary 
Action taken or Status 

of Case and Reasons 
why not Finaiised 

Date Finalised 

Senior debtors Clerk 

The employee failed to 
perform her task and 
job responsibilities 
diligently, carefully and 
to the best of her 
ability. Issued a credit 
notes without proper 
procedure 

23/03/2013 

Written warning was 
issued 

08/10/2013 

Operator 

Disclosure of 

privileged/confidential 

information 

04/04/2014 

DisciplinaryTribunal is 
scheduled for 

28/07/2014 

09/06/2014 


T 4.3.5 


Number and Periods of Suspensions 

Position 

Nature of Alleged Misconduct an Rand Value 
of any loss to the municipality 

Disciplinary action taken 

Date 

Finalised 

Senior Debtors Clerk 

The employee failed to perform her task and 
job responsibilities diligently, carefully and to 
the best of her ability. Issued a credit notes 
without proper procedure (Loss R 4 200.00) 

DisciplinaryTribunal was instituted 
and held on 08*'' October 2013 and 
the employee has given written 
warning 

08/10/1014 

Credit Control Clerk 

Fraud and theft- failure to update 

DisciplinaryTribunal was instated 
and the employee was found guilty 
and dismissed after appeal hearing 

20/06/2014 
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COMMENT ON SUSPENSIONS AND CASES OF FINANCIAL MISCONDUCT 

The matter of the Senior Debtors Clerk tracked for more than four months and that implies that there 
was a delay as the new presiding office had to be appointed. During the period of the tribunal there was 
postponements requested by the employee and her representative. 

The Credit Control's case the initial prosecutor resigned from the employment of the municipality and it 
took some time to get the replacement. The Operator's case was scheduled for the 28 July 2014, and the 
employee's suspension was lifted at it was realised that investigations were done and the presence of 
the employee at the workplace was not jeopardising the effective maintenance of discipline. 
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4.4 Performance Rewards by Gender 


Designation 


Lower skilled ( level 13-17) 


Skilled level 9-12) 


Highly skilled production (level 6-8) 


Highly skilled supervision (level 3-5) 


Senior Management (level) 1-2 


Municipal Manager and section 56 


Total 


Gender 


Female 


Male 


Female 


Male 


Female 


Male 


Female 


Male 


Female 


Male 


Female 


Male 


Total number 
of employees in 
group 


Number of 
beneficiaries 


Expenditure on 
rewards 
2013/2014 
R'OOO 


Proportion of 
beneficiaries with in a 
group % 


None 
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COMMENT ON PERFORMANCE REWARDS 

The appraisals for the section 56 managers and the Municipal Manager for the 2012/2013 were only 
finalised during the fourth quarter of the financial year and as a result no rewards were paid out to 
any employee during the period under review. 
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COMPONENT C: CAPACITATING THE MUNCIPAL WORKFORCE 


INTRODUCTION TO WORKFORCE CAPACITY DEVELOPMENT 

The training interventions were implemented for all job categories implying that they were inclusive 
of councillors, senior managers and all employees including those at the elementary levels. The 
following are examples of some of training interventions that were implemented. 

Masters in Employee Relations- the Senior Manager (Corporate Services) is in a programme and that 
will assist the institution to remain sound labour relations. This will eliminate unnecessary labour 
tensions/disputes. 

The institutions training objectives were derived from the applicable legislations. In anticipation to 
ensure minimum competency requirement, officials were enrolled in the Municipal Finance 
Management Programme offered by Kgolo Institute. 

Learnerships for Fire and rescue cater for employees at the elementary level and members of the 
community. LG SETA took time to release grants and this led to the delay in the completion of 
Learnerships programme. The practical experience at the Fire Station are still outstanding 
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4.5 SKILLS DEVELOPMENT AND TRAINING 


1 Skills Matrix | 

Management 

Level 

Gender 

Employees 

In post as 
at 30 June 

2014 

Number of skilled employees required In actual as at 30 June 2014 | 

Learnerships 

Skills programmes and other short 

courses 

Other forms of training 

Total 

No 

Actual 
End of 

Year -1 

Actual End 
of 

2013/2014 

2013/2014 

Target 

Actual 
End of 

Year-1 

Actual End 
of 

2013/2014 

2013/2014 

Target 

Actual 
End of 

Year-1 

Actual End 
of 

2013/2014 

2013/2014 

Target 

Actual 
End of 

Year -1 

Actual End 
of 

2013/2014 

2013/2014 

Target 

Municipal 
Manager and 
section 56 

Female 

1 

0 

0 

0 


1 

1 


1 

1 


1 

1 

Male 

3 



0 

0 


0 


2 

2 



1 



3 


1 

3 

Councillors, 
senior officials 
and managers 

Female 

20 



0 

0 



0 


2 

2 




1 



3 


1 

3 

Male 

36 



0 

0 



0 


6 

6 




3 



5 


3 

5 

Technicians and 

associates 

professionals 

Female 

6 



0 

0 



0 


2 

2 




2 



2 


2 

2 

Male 

34 



0 

0 



0 


1 

1 




5 


l: 

1 


5 

11 

Professionals 

Female 

13 



0 

0 


0 


7 

9 



5 



5 


5 

5 

Male 

10 



0 

0 



0 


3 

3 




2 



2 


2 

2 

Sub-total 

Female 

40 



0 

0 



0 


12 

14 




9 


1 

1 


9 

11 

Male 

83 



0 

0 



0 


12 

12 




11 


2 

1 


11 

21 

Total 


123 



0 

0 



0 


24 

26 




20 


3 

2 


20 

32 
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1 Financial Competency Development Progress Report | 

Description 

A 

Total number of officials 
employed by 
municipality (regulation 
14(4)(a)and (c)) 

B 

Total number of 
officials employed 
by municipal 
entities (Regulation 
14(4)(a) and (c) 

Consolidated 

total of A and B 

Consolidated competency 
assessments completed 
for A and B (Regulation 
14(4)(b) and (d) 

Consolidated total; number of 
officials whose performance 
agreements comply with 
regulation 16 (Regulation 14(4)(f)) 

Consolidate total number 

of officials that meet 
prescribed competency 
level (Regulation 14(4)€ 

1 Financial Officials | 

Accounting Officer 

1 

0 

0 

0 

0 

0 

Chief financial Officer 

1 

0 

0 

0 

0 

0 

Senior Managers 


3 


0 

0 


0 

0 

0 

Any other Financial Official 



8 


0 

0 


0 



0 

0 

1 Supply Chain Management Officials 







Heads of Supply Chain 

Management Unit 



1 


0 

0 


1 



1 

1 

Supply Chain Management Senior 
Managers 



0 


0 

0 


1 



1 

1 

Total 



14 


0 

0 


2 



2 

2 
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Skills Development Expenditure 


R'OOO 


Management Level 

Gender 

Employees as at the 
beginning of the financial 
year 

Original Budget and Actual Expenditure on Skilis Development 2013/2014 | 

Learnerships 

Skills programmes and other 
short courses 

Other forms of training 

Total 

No 

Original 

Budget 

Actual 

Original Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Municipal Manager and 
Section 56 

Female 

1 






26 400 


26 400 

Male 

3 







114 755 


114 755 

Legislators, senior 
officials and manager 

Female 


20 







48 560 


48 560 

Male 



36 









188 809 


188 809 

Professional 

Female 



24 





150 340 






150 340 

Male 



6 





82 712 






82 712 

Technicians and associate 
professionals 

Female 



4 





112 899 






112 899 

Male 



10 


18 000 



66 598 






84 598 

Clerks 

Female 



10 


36 000 



116 956 






152 956 

Male 



15 


18 000 







27 955 


45 955 

Services and sales 
workers 

Female 















Male 















Plant and machine 
operators and assemblers 

Female 















Male 



5 


90 000 









90 000 

Elementary occupations 

Female 



3 


54 000 



12 739 






66 739 

Male 



8 


144 000 









144 000 

Sub-totals 

Female 


40 


90 000 



392 934 






557 894 

Male 

83 


270 000 


140 310 




750 829 

Total 


123 


360 000 


542 244 




1 308 723 
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COMMENT ON SKILLS DEVELOPMENTY AND RELATED EXPENDITURE AND ON THE FINANCIAL 
COMPETENCY REGULATIONS 

The internship programme is funded by the Department of Treasury and it has provided graduates 
with the opportunity to gain workplace experience. The interns upon their placement within the 
institution they are then registered/enrolled on the Municipal Finance Management programme 
offered by Kgolo Institute. 

The main objective of enrolling the permanent officials and interns from financial services 
department is to ensure that employees acquire relevant skills and to comply with Municipal 
Finance management Act Competency Regulations. 

The officials are currently awaiting the Service Provider (Kgolo institute) to provide them with the 
results. There were no financial constraints experiences during the implementation of both 
internship and Municipal Finance Management Programme. 
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COMPONENT D: MANAGING THE WORKFORCE EXPENDITURE 


INTRODUCTION TO WORKFORCE EXPENDITURE 

The employee costs increased from R 128 148 255.00 in 2013 to R 136 281 484.00 in 2014 with an 
amount of R 8 133 229.00 and that introduced a 6.34% from the previous year and can be expected 
as a normal increase. 

The total employee cost increased from R 96 729 010.00 in 2012 to R 128 148 255.00 in 2013 with an 
amount of R 31 419 245.00 and this introduced a 32.48% from the 2011/2012. This high increase 
came with the notch increases that were not done within the previous financial 

The employee cost increased from R 128 148 255 in 2013 to R 136 281 484 in 2014 with a amount of 
R 8 133 229 and that were not done within the previous financial years. Council have approved a 
detailed organogram and only a few posts are still vacant and in a process of being filled. 
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4.6 EMPLOYEE EXPENDITURE 


Workforce Expenditure Trends (R'OOO) 


160 000 000 
140 000 000 
120 000 000 
100 000 000 
80 000 000 
60 000 000 
40 000 000 
20 000 000 



2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 


■ Expenditure 
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COMMENT ON WORKFORCE EXPENDITURE 

The expenditure on the workforce is constant and stable. Management do have total control with all 
processes in place. The VIP Payroll system started in 2010 and assists that employee costs are 
monitored every month. 

The introduction of the VIP HR system in 2012 ensures that management have full control over 
employee movement. Monthly reports make it easy to monitor employees' sick leave, absentees 
without leave, overtime worked and standby paid every month. 


Training needs can be easily identified and assist management to ensure that regular training is 
applied to the workforce. These reports add value and ensure that the total employee costs stay 
within the budget limits set by Council. 
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Number of employees whose salaries were increased due to their positions being upgraded 

Beneficiaries 

Gender 

Total 

Lower skilled ( level 13-17) 

Female 

23 

Male 

53 

Skilled level 9-12) 

Female 

42 

Male 

78 

Highly skilled production (level 6-8) 

Female 

7 

Male 

13 

Highly skilled supervision (level 3-5) 

Female 

4 

Male 

13 

Senior Management (level) 1-2 

Female 

3 

Male 

3 

Municipal Manager and section 56 

Female 

1 

Male 

0 

Total 


240 
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Employees whose salary levels exceeded the grade determined by job evaluation 

Occupation | Number of employees | Job evaluation level | Remuneration level | Reason for deviation 

NONE 
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Employees appointed to posts not approved 


Department 

Level 

Date of appointment 

Number of 

Reason for appointment 




appointments 

when no establishment 





post exist 


None 
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COMMENT ON UPGRADED POSTS AND THOSE THAT ARE AT VARIANCE WITH NORMAL PRACTICE 


All employees are appointed on approved structure and on approved post levels 



T 4.6.5 



DISCLOSURE OF FINANCIAL INTERESTS 


Appendix F 
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Chapter 5 


FINANCIAL PERFORMANCE 


INTRODUCTION 

Chapter 5 contains information regarding financial performance and highlights specific 
accomplishments. The chapter comprises of three components: 

• Component A: Statement of Financial Performance 

• Component B: Spending Against Capital Budget 

• Component C: Other Financial Matters 

The financial statements of Setsoto Municipality were prepared based on Generally 
Recognised Accounting Practices (GRAP), Accounting Policies and any other applicable 
standards as prescribed by the Minister of Finance for Local Authorities. An accrual basis of 
accounting has been adopted by the municipality and, as at 30 June 2014, there was no plan 
in place to dispose of a part of the municipality or outsource some if its key functions as 
outlined in the Constitution of the Republic of South Africa, as such the statements were 
prepared on a going concern basis. 

It has been common practice by the municipality to present the final budget information on 
the face of the financial statements, however, in the 2014 financial statements, this 
information has been presented separately as the statement of Comparison of Budget and 
Actual Amounts as required in terms of GRAP 24 
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COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE 


INTRODUCTION TO FINANCIAL STATEMENTS 

This component provides an overview of the financial performance of the municipality and 
focuses on the financial health of the municipality. 
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5.1 


STATEMENTS OF FINANCIAL PERFORMANCE 


The billed revenue performed well within the projected levels during the 2013/2014 period. 
Expenditure on the other side did the same, well within the target, and savings have been 
seen in items such as finance charges and other expenditure. The Auditor-General 
emphasized under-spending in his report. 

From a management perspective, as much as we need to push expenditure, savings on 
operational expenditure budget do not necessarily harm service delivery but is an outcome of 
prudent spending and making sure that people spend based on needs and not because they 
have funds to do so. 

The tables below reflect the revenue and expenditure performance of the municipality 


Reconciliation of Table A1 Budget Summary 


Description 

R thousands 

YearO 

Year -1 

Original Budget 

Budget 

Adjustments 

(i.to. s28 and 

s31 of the 

MFMA) 

Final 

adjustments 

budget 

Shifting of 

funds 

(i.to. s31 of the 
MFMA) 

Virement 

(i.to. Council 
approved 
policy) 

Final Budget 

Actual Outcome 

Unauthorised 

expenditure 

Variance 

Actual 

Outcome as % 

of Final 

Budget 

Actual 

Outcome as % 
of Original 
Budget 

Reported 

unauthorised 

expenditure 

Expenditure 

authorised in 

terms of 

section 32 of 

MFMA 

Balance to be 

recovered 

Restated 

Audited 

Outcome 

Financial Performance 




4 

5 


7 

8 


10 

11 

12 

13 

14 

15 
















Property rates 

26,809 

10,058 

36,867 



36,867 

33,441 


(3,426) 

91% 

125% 





Service charges 

121,176 

(1,981) 

119,196 



119,196 

110,346 


(8,850) 

93% 

91% 





Investment revenue 

30,600 

(10,693) 

19,907 



19,907 

22,292 


2,385 

112% 

73% 





Transfers recognised • operafionai 

241,722 

11,950 

253,672 



253,672 

270,948 


17,276 

107% 

112% 





Other own revenue 

20,516 

(12,301) 

8,215 



8,215 

20,625 


12,410 

251% 

101% 





Total Revenue (excluding capital transfers and 
contributions) 

440,823 

(2,967) 

437,856 



437,856 

457,652 


19,796 

6,670 

105% 

95% 

104% 




■ 

Employee costs 














Remuneration of councillors 

(9,079) 

(403) 

(9,483) 



(9,483) 

(9,405) 


78 

99% 

104% 





Debt impairment 

(53,328) 

(24,930) 

(78,258) 



(78,258) 

(57,168) 


21,090 

73% 

107% 





Depreciation & asset impairment 

(164,918) 

115,268 

(49,650) 



(49,650) 

(211,406) 


(161,756) 

426% 

128% 





Finance charges 

(1,880) 

889 

(991) 



(991) 

(1,041) 


(50) 

105% 

55% 





Materials and bulk purchases 

(54,000) 

513 

(53,487) 



(53,487) 

(52,562) 


925 

98% 

97% 





Transfers and grants 

(1,567) 

(13,819) 

(15,386) 



(15,386) 

(3,877) 


11,509 

25% 

247% 





Other ex penditure 

(71,855) 

(5,139) 

(76,994) 



(76,994) 

(87,886) 


(10,891) 

114% 

122% 





Total Expenditure 

Surplus/(Deficit) 

{479,662) 

■55,f29 

(424,534) 



(424,534) 

(W6,95dJ 


{132, 42B) 






- 

fSBVSMjr 52,162 | 13,323 



13,323 {99,307) 


(Vli.MO)' 

■745'/. 

256% 




- 

Transfers recognised • capifeil 

68,887 

11,115 

80,002 



80,002 

78,601 


(1,402) 

98% 

114% 




- 

Contributions recognised • capital & contributed assets 

Surplus/(Deficit) after capital transfers & contributions 

30,048 

63,277 

' 93,325 



' 93,325 

(20,706) 






— — — ■ 


T" 

Share of surplus/ (deficit) of associate 



- 



- 










Surplus/(Deficit) for the year 

30,048 

63,'277 

93,325 



93,325 

(20,706) 


(114,031) 






- 

















Capital expenditure & funds sources 
















Capital expenditure 

- 

- 

- 



- 










Transfers recognised • capifeil 

79,977 

- 

79,977 



79,977 

9,511 


•70,466,184 






- 

Public contributions & donations 

- 

- 

- 



- 









- 

Borrowing 

- 

- 

- 



- 









- 

Internally generated fijnds 

- 

6,695 

6,695 



6,695 









- 

Total sources of capital funds 

79,977 

6,695 

86,672 



86,672 

9,511 


(70,466) 






- 

















Cash flows 
















Net cash from (used) operating 

118,918 

(4,744) 

114,174 



114,174 

93,843 


•20,331,091 







Net cash from (used) investing 

(80,105) 

(6,567) 

(86,672) 



(86,672) 

(97,009) 


•10,337,139 







Net cash from (used) financing 

(972) 

467 

(505) 



(505) 

(1,123) 


•618,012 







Cash/cash equivalents at the year end 

37,840 

(10,843) 

26,997 



26,997 

(4,289) 


(31,286) 






- 

T5.1.1 
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Financial Performance of Operational Services 


R'OOO 


Description 

Year -1 

YearO 

Year 0 Variance 

Actual 

Original 

Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

Adjustment 
s Budget 

Ooeratino Cost 







Water 

249,399 

65,707 

93,949 

38,565 

-70.38% 

-143.61% 

Waste Water (Sanitation) 

35,212 

71,261 

38,479 

' 28,950 

-146.15% 

-32.91% 

Electricity 

59,422 

76,303 

71,794 

66,798 

-14.23% 

-7.48% 

Waste Management 

43,748 

55,257 

38,280 

39,131 

-41.21% 

2.17% 

Housing 

6,132 

6,241 

4,771 

6,912 

9.71% 

30.98% 

Component A: sub-total 

393,913 

274,769 

247,273 

180,357 

-52.35% 

-37.10% 

Waste Water (Stormwater Drainage) 







Roads 

14,367 

40,661 

15,646 

16,258 

-150.10% 

3.76% 

T ransport 

- 

5,329 

4,049 

4,208 

-26.64% 

3.78% 

Component B: sub-total 

14,367 

' 45,990 

19,695 

' 20,466 

-124.72% 

3.77% 

Planning 







Local Economic Development 







Component B: sub-total 

r 

w 

F 

f 



Planning (Strategic & Regulatery) 







Local Economic Development 







Component C: sub-total 

r 

r 

r 

r 



Community & Social Services 

5,969 

9,307 

15,847 

8,309 

-12.01% 

-90.73% 

Enviromentel Proclecton 

- 


- 




Health 

- 

- 

- 




Security and Safety 

8,249 

7,591 

5,648 

12,045 

36.98% 

53.11% 

Sport and Recreation 

21,022 

12,690 

11,014 

8,158 

-55.56% 

-35.01% 

Corporate Policy Offices and Other 

115,961 

143,418 

126,974 

116,656 

-22.94% 

-8.84% 

Component D: sub-total 

151,201 

' 173,006 

159,483 

' 145,167 

-19.18% 

-9.86% 

Total Expenditure 

559,481 

493,765 

426,451 

345,989 

-42.71% 

-23.26% 


In this table operatonal income is ofisetagaist operational expenditure leaving a netoperatonal expenditure total for each service as 

shown in the individual net service expenditure tables in chapter 3. Variances are calculated by dividing the difference between 

actual and original/adjustments budget by the actual. T 5.1.2 


COMMENT ON FINANCIAL PERFORMANCE: 

The municipality has approved the Directorates to be representing votes as required in terms 
of MFMA Chapter 1 , definitions. 

Appendix E (1) of the audited financial statements reports variances by revenue source and 
expenditure by type. 

T5.1.3 
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5.2 GRANTS 

The following grants were gazetted and transferred to the municipality: 


Grant Performance 


R' 000 


Description 

Year-1 

YearO 

Year 0 Variance 

Actual 

Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

(%) 

Adjustments 

Budget 

(%) 

Operatinq Transfers and Grants 






National Government: 

135,824 

169,209 

15,665 

184,874 

100% 

100% 

Equitable share 

133,874 

165,019 

r 

165,019 

' 100% 



1,200 

1,550 

- 

1,550 

100% 


Municipal Systems Improvement 

750 

890 

r 

890 

100% 


Department of Water Atiairs 



'' 15,665 

15,665 


100% 



1,750 

r 

1,750 

100% 


Levy replacement 



r 




Other transfers/grants [insert description] 







Provincial Government: 

- 

- 

- 

7,474 

- 

- 

Healih subsidy 

r 

- 

- 




Housing 

- 

- 

- 




Ambulance subsidy 

- 

- 

- 




Sports and Recreation 

- 

- 

- 




Other transfers/grants [insert description] 

- 

- 

- 

7,474 



District Municipality: 

- 

- 

- 

- 



[insert description] 














Other grant providers: 

- 

- 

- 

- 



[insert description] 














Total Operating Transfers and Grants 

135,824 

169,209 

15,665 

192,348 

114% 

104% 


Variances are calculated by dividing the difference between actual and original/adjustments budget by the actual. 

Full list of provincial and national grants available from published gazettes. j 5 , 2 , 1 


COMMENT ON OPERATING TRANSFERS AND GRANTS: 

The municipality succeeded in spending 99% of the total operational grants when compared to the 
Adjustment Budget. 

The Equitable Share is utilized for the subsidization of indigents, counter-funding for capital 
expenditure, expenses towards wards. Council and for other purposes as well. 

T 5.2.2 


155 


1 


5.3 ASSET MANAGEMENT 


INTRODUCTION TO ASSET MANAGEMENT 

Asset management is a systematic process of maintaining, upgrading, and operating physical 
assets(i.e. enhances knowledge of capital assets and their respective values as well as establishes 
standard processes for investment decision-making. 

The purpose of Asset Management is to guide development of infrastructure assets toward optimal 
benefit at minimal cost (i.e. there are -offs- how benefit is defined to begin with , how much an 
organization is able to spend).Asset Management Policy emphasise the following key points: service 
level needs, identified in the IDP process shall drive asset management practices and decision- 
making. 

Asset management plans that are an integral part of the municipal planning process and as well as 
defined responsibility for performance, safe custody and use. Improving techniques for management 
of assets will facilitate the following: 

Reduce sending on assets are functionally obsolete or beyond repair. 

Guiding more funding toward assets that have a higher probability of delivering intended 
organisational results, have a high payoff if invested now and may be overlooked using traditional 
criteria. 

The MFMA was introduced with the objective of improving accounting in the municipal sector in 
keeping with global trends. Good asset management is critical to any business environment. The 
goal of asset management is to meet a required level of service, in the most cost effective manner, 
through the management of assets for present and future customers. 

Setsoto Municipality therefore strives, within its financial and administrative capacity, to achieve the 
following objectives: 

0 Providing democratic and accountable government for local communities 
0 Ensuring the provision of services to communities in a sustainable manner 
0 Promoting social and economic development 
0 Promoting a safe and healthy environment 

0 Encouraging the involvement of communities and community organisations in matters of 
local government. 

The core principles of our policy are: 

0 Taking a life-cycle approach 

0 Developing cost-effective management strategies for the long-term 
0 Providing a defined level of service and monitoring performance 
0 Understanding and meeting the impact of growth through demand management and 
infrastructure investment 
0 Managing risks associated with asset failures 
0 Sustainable use of physical resources. 
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The municipality is committed to providing municipal services for which the municipality is 
responsible, in a transparent, accountable and sustainable manner and in accordance with sound 
infrastructure management principles. 

The implementation of GRAP within the public sector requires of entities to perform a review of 
useful lives as well as to conduct impairment testing on an annual basis. A direct relationship exists 
between conditional assessment and the useful life assessment, as the condition of an asset will 
inform the municipality of its remaining useful life. 

GRAP 17 paragraphs 56-57 require that the useful life of an asset shall be reviewed at least at each 
reporting date and, if expectations differ from previous estimates, the change(s) shall be accounted 
for as a change in an accounting estimate in accordance with the Standard of GRAP on Accounting 
Policies, Changes in Accounting Estimates and Errors. 

GRAP 17 paragraph 63 states that the useful life of an asset is defined in terms of the assets 
expected utility to the entity. The asset management policy of the entity may involve the disposal of 
assets after a specified time or after consumption of a specified proportion of the future economic 
benefits or service potential embodied in the asset. Therefore, the useful life of an asset may be 
shorter than its economic life. The estimation of the useful life of the asset is a matter of judgement 
based on the experience of the entity with similar assets. 

Municipalities are furthermore required to test for impairment of property, plant and equipment in 
accordance with the Standards of GRAP on Impairment of Cash-generating Assets and Impairment of 
Non-cash-generating Assets 

With this as a base the municipality embarked on its annual review of useful lives. Due to the vast 
nature of our infrastructure assets, a methodology was adopted of reviewing only assets with a 
remaining useful life of between one to five years. Discussions were held with the relevant 
operations and maintenance personnel regarding the operating capabilities of these assets. In 
respect of inaccessible assets such as pipelines, consideration was only given to discussions with the 
relevant personnel. 

Instances were noted whereby assets which are considered to have reached the ends of their useful 
lives and due for replacement. However, due to financial and capacity considerations these assets 
are still being used and the approach to these assets was to marginally extend the RULs (by one or 
two years) to ensure that no assets that were being productively utilised had zero carrying values. 

T 5.3.1 
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TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED YEAR 0 | 

ASSET 1 

Name 

Upgrading of Recreational & Sport Facilities at Meqheleng- Sport Stadium 

Description 

MIG/FS0873/CF/12/14 

Asset Type 

SPORT FACILtriES/STADIUM 

Key Staff 

Project Management Unit-Manager, Director Engineering and Asset Manager 

Staff Responsible 

Contractor and Project Management Team and Asset Task Team 


Year -3 

Year -2 

Year-1 | Year-0 


Asset Value 

- 

63,042,000,00 

24,386,746,39 39,992,516,29 


Capital Implications 

- 

63,042,000,00 



Future Purpose of Asset 

N/a Sports & Recreation 



Describe Key Issues 

To provide sport and entertainment centre for community 


Policies in Place to Manage Asset 

Yes - Asset Management Poiicy 




1 

1 


ASSET 2 

Name 

CONSTRUCTION OF A 1 0ML REINFORCED CONCRETE RESERVOIR IN FICKSBURG 

Description 

MIG/FS/707/W/08/10 

Asset Type 

WATER STORAGE- 10ML REINFORCED CONCRETE RESERVOIR 

Key Staff 

Project Management Unit-Manager, Director Engineering and Asset Manager 

Staff Responsible 

Contractor and Project Management Team and Asset Task Team 


Year -3 

Year -2 

Year-1 

Year-0 


Asset Value 

- 

16319 140,85 

10 946 087,03 

5160 072,45 


Capital Implications 


16319 140,85 




Future Purpose of Asset 


Water storage & suppiy of water 



Describe Key Issues 

To preserve w ater for the provision of water in future 



Policies in Place to Manage Asset 

Yes 











ASSETS 

Name 

FICKSBURG: DEVELOPMENT OF SOLID WASTE DISPOSAL SITE 

Description 

MIG/FS0880/SW/12/13 

Asset Type 

SOLID WASTE DISPOSAL SITE 

Key Staff 

Project Management Unit-Manager, Director Engineering and Asset Manager 

Staff Responsible 

Contractor and Project Management Team and Asset Task Team 


Year -3 

Year -2 

Year-1 

Year-0 


Asset Value 


12 713 886,84 

1 981 974,72 

10 731 912,12 


Capital Implications 


12 713 886,84 




Future Purpose of Asset 

Dumping site for solid w aste 




Describe Key Issues 

To provide solid w aste disposal site for the community 



Policies in Place to Manage Asset 

Yes 












COMMENT ON ASSET MANAGEMENT: 

The three largest projects that we have acquired during the current financial year are Stadium-Sport 
Facilities, lOML Reinforced Reservoir and Solid Waste Disposal Site. All this projects were funded by 
Municipal Infrastructure Grant. 

The future cost implication to communities' members is minimal as these projects were funded by 
National Government. On other hand the Setsoto Local Municipality Revenue will be enhanced due 
to economic activities. There will be sufficient supply of basic services through these projects such as 
sufficient provision of water supply and the revenue will increase as the water supply will no longer 
be restricted. 

Furthermore we have acquired New Solid Waste and Stadium, the financial implication to the 
residents will be very minimal as the capital outlay was borne by the National Government, however 
in the long run as the community members utilised the assets the will have to contribute towards 
the maintenance of the facilities or assets 

T 5.3.3 
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COMMENT ON REPAIR AND MAINTENANCE EXPENDITURE: 

It is crucial that the municipality invests in repair and maintenance of service delivery 
infrastructure for continuity and availability of services. 

The municipality’s objectives are to increase the 2% spend on Repairs and Maintenance 
over the next MTREF periods. 

T 5.3.4. 1 
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5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS 




Liquidity Ratio 



Liquidity Ratio - Measures the municipality’s ability to pay its bills and is calculated by dividing the 
monetary assets (due within one year ) by the municipality’s current liabilities. A higher ratio is 
better. ^ ^ 

Data used from MBRRSA8 

7 5 . 4. 1 



1 


The municipality has set a target of 1:2 at coverage ratio meaning that the average monthly 
expenditure for a given period must be covered at least three times with the available cash and cash 
equivalents available. 

This is a tall order for the municipality as the monthly costs include water and electricity bulk 
purchase still to be purchased, billed and paid for. 

7 5.4.3 


Debt Coverage 



Debt Coverage- The number of times debt payments can be accomodated within Operating 
revenue (excluding grants) . This in turn represents the ease with which debt payments can be 
accomodated by the municipality 

Data used from MBRR SA8 

The municipal debt has decreased since 2011 as a result of no new long-term borrowing taken up. 
However, the debt-revenue coverage ratio has been steady at more than two times covered, which 
is in line with the norm. 

T 5.4.4 
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Creditors System Efficiency 



Creditor System Efficiency- The proportion of creditors paid within terms (i.e. 30 days). 
This ratio is calculated by outstanding trade creditors divided by credit purchases 

Data used from MBRR SA8 


As per the graph above the municipalities creditors efficiency rate is at a high of 95 %, predicting 
that all its creditors are being paid within the legislative requirements. 

T 5.4.5 
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Capital Charges to Operating Expenditure 



Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital 
interest and principle paid by the total operating expenditure. 


Data used from MBRR SA8 

T 5.4.6 


Employee Costs 



Employee cost - Measures what portion of the revenue was spent on paying employee 
costs. It is calculated by dividing the total employee cost by the difference between total 
revenue and capital revenue. 

iLOQrlfrnm MDPP QAfl 

T 5.4.7 


Repairs & Maintenance 



Repairs and Maintenance - This represents the propotion of operating expenditure spent and 
is calculated by dividing the total repairs and maintenace. 


Data used from MBRR SA8 


T 5.4.8 


COMMENT ON FINANCIAL RATIOS: 

Comments have been made as per the ratios above. 

Delete Directive note once comment is completed - Comment on the financial health of 
the municipality / municipal entities revealed by the financial ratios set out above. These 
ratios are derived from table SA8 of the MBRR. 

T 5.4.9 


COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 


INTRODUCTION TO SPENDING AGAINST CAPITAL BUDGET 

Capital expenditure relates mainly to construction projects that will have value lasting over 
many years. Capital expenditure is funded from grants, borrowings and operating 
expenditures and surpluses. Component B deals with capital spending indicating where the 
funding comes from and whether Municipalities are able to spend the available funding as 
planned. In this component it is important to indicate the different sources of funding as well 
as how these funds are spend. Highlight the 5 largest projects (see T5.7.1) and indicate 
what portion of the capital budget they use. In the introduction briefly refer to these key 
aspects of capital expenditure (usually relating to new works and renewal projects) and to 
Appendices M (relating to the new works and renewal programmes), N (relating to the full 
programme of full capital projects, and O (relating to the alignment of projects to wards). 

T 5.5.0 


5.5 CAPITAL EXPENDITURE 

Capital Expenditure: Year 0 
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400 

350 

300 

c 250 

_o 

E 

^ 200 

150 

100 

50 

T 5.5.1 





67.62% 









I 



32.38% 









I Capital Expenditure 
I Operating Expenditure 


5.6 SOURCES OF FINANCE 


Capital Expenditure - Funding Sources: Year -1 to Year 0 


R'OOO 


Details 

Year-1 

YearO 

Actual 

Original 
Budget (OB) 

Adjustment 

Budget 

Actual 

Adjustment to 
OB Variance 

(%) 

Actual to OB 
Variance (%) 

Source of finance 








External loans 

0 

0 

0 

0 

#DIV/0! 

#DIV/0! 


Public contributions and donations 

0 

0 

0 

0 

#DIV/0! 

#DIV/0! 


Grants and subsidies 

99264 

203265 

203265 

127690 

0.00% 

-37.18% 


Other 

0 

0 

0 

0 

#DIV/0! 

#DIV/0! 

Total 

99264 

203265 

203265 

127690 

#DIV/0! 

#DIV/0! 

Percentage of finance 








External loans 

0.0% 

0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIV/0! 


Public contributions and donations 

0.0% 

0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIV/0! 


Grants and subsidies 

100.0% 

100.0% 

100.0% 

100.0% 

#DIV/0! 

#DIV/0! 


Other 

0.0% 

0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIV/0! 

Capital expenditure 








Water and sanitation 

71304 

99455 

99455 

38103 

0.00% 

-61.69% 


Electricity 

0 

0 

0 


#DIV/0! 

#DIV/0! 


Housing 

0 

0 

0 


#DIV/0! 

#DIV/0! 


Roads and stormwater 

0 

0 

0 


#DIV/0! 

#DIV/0! 


Other 

27960 

103810 

103810 

150386 

0.00% 

44.87% 

Total 

99264 

203265 

203265 

188489 

#DIV/0! 

#DIV/0! 

Percentage of expenditure 








Water and sanitation 

71.8% 

48.9% 

48.9% 

20.2% 

#DIV/0! 

#DIV/0! 


Electricity 

0.0% 

0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIV/0! 


Housing 

0.0% 

0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIV/0! 


Roads and stormwater 

0.0% 

0.0% 

0.0% 

0.0% 

#DIV/0! 

#DIV/0! 


Other 

28.2% 

51.1% 

51.1% 

79.8% 

#DIV/0! 

#DIV/0! 


T5.6.1 


COMMENT ON SOURCES OF FUNDING: 

All capital projects currently in progress or completed are fully funded from National Government on 
the Municipal Infrastructure Grant (MIG). The full amount of funding provided to the Municipality 
were fully spent. (100% spending). 

T 5.6. 1.1 


5.7 CAPITAL SPENDING ON 5 LARGEST PROJECTS 


Name of Project 

Current: Year 0 

Variance: Current Year 0 

Original 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Original 
Variance (%) 

Adjustment variance (%) 

Meqheleng-Sport Stadium 

62 042 

62 042 

39 993 

36% 

0% 

Solid Waste- FicksburgS Senekal 

24188 

24188 

20 806 

14% 

0% 

10ML Concrete Reinforced Reservoir 

62 677 

62 677 

16106 

74% 

0% 

Fencing Municipality properties 

17 580 

17 580 

12 682 

28% 

0% 

Contruction of Waste Water T reatment 
works-Marquard 

36 778 

36 778 

38103 

-4% 

0% 


* Projects with the highest capital expenditure in Year 0 


Name of Project - A 


Meqheleng-Sport Stadium 


Objective of Project 


To provide sports and entertainment centre for the community 


Delays 


None 


Future Challenges 


repairs and maintenance in future 


Anticipated citizen benefits 


Setsoto community and neighbours 


Name of Project - B 


Contruction of Waste Water T reatment works-Marquard 


Objective of Project 


To provide sanitation for the community of marquard 


Delays 


Future Challenges 


Maintenance of plant 


Anticipated citizen benefits 


Setsoto community and neighbours 


Name of Project - C 


Solid Waste- FicksburgS Senekal 


Objective of Project 


To provide solidwaste disposal site for the community 


Delays 


Future Challenges 


maintenance of the disposal site 


Anticipated citizen benefits 


Setsoto community and neighbours 


Name of Project - D 


10ML Concrete Reinforced Reservoir 


Objective of Project 


To store water for future water supply 


Delays 


none 


Future Challenges 


Maintenance of the Reservoir 


Anticipated citizen benefits 


Setsoto community and neighbours 


Name of Project - E 


Fencing Municipality properties 


Objective of Project 


To safeguard Municipality's properties 


Delays 


Future Challenges 


Maintenance & repairs 


Anticipated citizen benefits 


Setsoto community and neighbours 


T5.7.1 


COMMENT ON CAPITAL PROJECTS: 

The 5 biggest projects as mentioned above are related to the provision of basic service delivery as 
requested by the community through the prioritization of the IDP. 

T 5.7.1. 1 
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5.8 BASIC SERVICE AND INFRASTRUCTURE BACKLOGS - OVERVIEW 


INTRODUCTION TO BASIC SERVICE AND INFRASTRUCTURE BACKLOGS 

Delete Directive note once comment is completed - Explain that need and cost of 
backlogs are the result of migration into an area; migration out of an area; the trend towards 
disaggregation of families into more than one housing unit; and the cost of renewing and 
upgrading core infrastructure. Explain how this balance effects net demand in your 
municipality and how your municipality is responding to the challenges created. 

T 5.8.1 



Service Backlogs as at 30 June Year 0 

Households (HHs) 


*Service level above minimun standard 

**Service level below minimun standard 


No. HHs 

%HHs 

No. HHs 

% HHs 

Water 


% 


% 

Sanitation 


% 


% 

Electricity 


% 


% 

Waste management 


% 


% 

Housing 


% 


% 

%> HHs are the service above/below minimum starndard as a proportion of totai HHs. 'Housing' refrs to * format and 


** informai settiements. 




T 5.8.2 


168 


1 



Municipal Infrastructure Grant (MIG)* Expenditure Year 0 on Service backlogs 

R' 000 

Details 

Budget 

Adjustments 

Budget 

Actual 

Variance 

Major conditions 
applied by donor 
(continue below if 
necessary) 

Budget 

Adjustments 

Budget 

Infrastructure - Road transport 




% 

% 


Roads, Pavements & Bridges 

888.00 

888.00 

888.00 


- 


Storm water 




% 

% 


Infrastructure - Electricity 




% 

% 


Generation 




% 

% 


Transmission & Reticulation 




% 

% 


Street Lighting 

2 496.00 

2 496.00 

2 496.00 


- 


Infrastructure - Water 




% 

% 


Dams & Reservoirs 

1 155.00 

1 155.00 

1 155.00 


- 


Water purification 

8 842.00 

8 842.00 

8 842.00 


- 


Reticulation 




% 

% 


Infrastructure - Sanitation 




% 

% 


Reticulation 







Sewerage purification 

11 090.00 

11 090.00 

11 090.00 


- 


Infrastructure - Other 




% 

% 


Waste Management 

24 188.00 

24 188.00 

23 524.00 

0.03 

0.03 


Transportation 




% 

% 


Gas 




% 

% 


Other Specify: 




% 

% 


Upgrading of Sport Facility 

17 701.00 

17 701.00 

17 701.00 


- 


Fencing of properties 

13 905.00 13 905.00 13 905.00 


- 


Total 

80 265.00 

80 265.00 

79 601.00 

0.01 

0.01 


T5.8.3 


COMMENT ON BACKLOGS: 


Delete Directive note once comment is completed - Comment on how MIG grants have 
been utilised to redress the backlogs and on the variances in T 5.8.3. If appropriate, 
comment that Appendix P contains details of schools and clinics that have been established 
that do not have ready access to one or more basic services and Appendix Q contains 
details of those services provided by other spheres of government (whether the municipality 
is involved on an agency basis or not) that carry significant backlogs. 

7 5.8.4 
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COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS 


INTRODUCTION TO CASH FLOW MANAGEMENT AND INVESTMENTS 

Delete Directive note once comment is completed - Give a brief comment on the 
importance of cash flow management. Refer to the scope of this activity as indicated in this 
component and what you regard as the key management features of your municipality’s 
approach. Refer to any other cash flow issues of current relevance to your municipality that 
are not adequately provided for in the format of this component. 

T5.9 


Cash Flow Outcomes 

R'OOO 

Description 

Year-1 

Current: YearO 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Actual 

CASH FLOW FROM OPERATING ACTlViTiES 





Receipts 





Ratepayers and other 

101,503 

127,460 

96,238 

" 135,389 

Government - operating 

186,157 

172,835 

173,335 

197,061 

Government - capital 

87,217 

68,887 

73,887 

73,887 

Interest 

2,312 

21,000 

12,311 

2,903 

Dividends 

28 

- 

30 

30 

Payments 





Suppliers and employees 

(271,085) 

(253,719) 

(225,261) 

(315,901) 

Finance charges 

(1,265) 

(1,880) 

(980) 

(1,041) 

Transfers and Grants 

- 

(15,665) 

(15,386) 


NET CASH FROM/(USED) OPERATING ACT! Vi Til 

104,866 

' 118,918 

' 114,144 

92,327 

CASH FLOWS FROM INVESTING ACTIVITIES 





Receipts 





Proceeds on disposal of PPE 

4 

4 


" 709 

Decrease (Increase) in non-current debtors 

- 

- 

- 


Decrease (increase) other non-current receivables 

- 

- 

- 

(1,049) 

Decrease (increase) in non-current investments 

- 

- 

- 


Payments 





Capital assets 

(92,680) 

(80,109) 

(86,672) 

(95,154) 

NET CASH FROM/(USED) INVESTING ACTIVITIE 

(92,676) 

(80,105) 

(86,672) 

(95,495) 

CASH FLOWS FROM FINANCING ACTIVITIES 





Receipts 





Shortterm loans 





Borrowing long term/refnancing 





Increase (decrease) in consumer deposits 


5 

5 


Payments 





Repayment of borrowing 

(2,093) 

(977) 

(510) 

(1,123) 

NET CASH FROM/(USED) FINANCING ACTIVITII 

(2,093) 

(972) 

(505) 

(1,123) 

NET INCREASE (DECREASE) IN CASH HELD 

10,096 

37,840 

26,967 

(4,290) 

Cash/cash equivalents atthe year begin: 

6,791 



16,887 

Cash/cash equivalents atthe year end: 

16,887 

37,840 

26,967 

12,597 

Source: MBRR A7 T 5.9.1 
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COMMENT ON CASH FLOW OUTCOMES: 

The Cash and cash equivalents at year end are still in a good sound financial position and could the 
municipality manage to fulfill all its commitments at year end. The indication is with the current cash 
flow managements and the measures put into place related to spending this municipality will continue 
with its operational requirements into the next financial years. 

T 5.9. 1.1 


5.10 BORROWING AND INVESTMENTS 


INTRODUCTION TO BORROWING AND INVESTMENTS 

It is by no means the intention of the municipality to borrow funds to invest them with the banks. 
Funds are borrowed to fund capital projects that are approved by Council as per the IDP and IDP 
review document. 

The municipal borrowings are currently made up of long-term loans and financial leases. The 
financial leases have been stable for the past three years as the lease contracts are valid for a period 
of 36 months, and some 60 months. Major items under lease contract are electronic devices such as 
printers, telephone system, facsimiles and related items. 

During the past three years no new loans were taken up or committed by Council. 

T 5. 10.1 


Actual Borrowings: Year -2 to Year 0 


R' 000 

Instrument 

Year -2 

Year -1 

YearO 

Municioalitv 




Long-Term Loans (annuity/reducing balance) 

7723 

7303 

6825 

Financial Leases 

741 

703 

0 

Municipality Total 

8,464 

8,006 

6,825 


T 5.10.2 
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Actual Borrowings: Year2011/2012 to Year 2013/2014 


18-May-27 

25-NOV-21 

4-Jun-16 

13-Dec-lO 

22-Jun-05 

O-Jan-00 


Municipality 



Long-Term Loans Financial Leases Municipality Total 
(annuity/reducing 
balance) 


■ Actual Borrowings: Year -2 to Year 0 R' 000 Year -2 

■ Actual Borrowings: Year -2 to Year 0 R' 000 Year -1 

■ Actual Borrowings: Year -2 to Year 0 R' 000 Year 0 


T 5.10.3 


COMMENT ON BORROWING AND INVESTMENTS: 

Delete Directive note once comment is completed - Make clarifying comments on the 
above tables as necessary. All investments whether in the form of loans (in cash or kind) 
made by the municipality but not to one or more of the organisations set out above and all 
grants (in cash or kind) made to any form of organisation must be set out in full at Appendix 
R. 

T 5.10.5 


5.11 PUBLIC PRIVATE PARTNERSHIPS 


PUBLIC PRIVATE PARTNERSHIPS 


NO PPP’s 


T 5.1 1.1 
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COMPONENT D: OTHER FINANCIAL MATTERS 


5.12 SUPPLY CHAIN MANAGEMENT 


Setsoto Local Municipality Supply Chain Management policy is under implementation and it 
is in line with SCM Regulations of 2005. The following three bid committees required in 
terms of the policy are not appointed on a permanent basis but on an adhoc basis except for 
the bid adjudication committee which comprise of four (04) Section 57 Directors. 

- Bid Specification Committee - adhoc basis 

- Bid Evaluation Committee - adhoc basis 

- Bid Adjudication Committee - comprised of 4 Directors 

The Municipal Manager has delegated powers to the Bid Adjudication Committee to approve 
tenders up to R 10 million. Any tender above R 10 million it is recommended to the Municipal 
Manager for approval. 

Our Supply Chain Management Policy complies with the SCM Regulations of 2005 and was 
approved by the Council on 30/05/2013. 

Remarks: 


The quality in terms of the policy is lacking in controlling issues of Regulations as deviations 
are not being kept to minimal. The mitigating factor in order to reduce the level of deviations 
will be the implementation of the sourcing strategy (Implementation of store rectification plan 
and issue of tenders of 3 years on items that we need on a regular basis). 

The Supply Chain management Unit is submitting a report on a monthly basis to the 
FINCOM. 

Status in terms of the SCM officials who have reached the minimum competency 
level: 


Out of five (05) SCM officials 1 has completed, two (02) to be registered in the current 
financial year and one (01) is halfway through the course and 1 (one) is not competent. 


T 5.12.1 
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REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE AND THE. 


COUNCIL ON THE SETSOTO LOCAL MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statements of the Setsoto Local Municipality set out on 
pages xx to xx, which comprise the statement of financial position as at 30 June 2014, 
the statement of financial performance, statement of changes in net assets, cash flow 
statement and the statement of comparison of budget and actual amounts for the year 
then ended, as well as the notes, comprising a summary of significant accounting 
policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Africa, 2013 (Act No, 2 of 2013){Dof^) and 
for such internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 


Auditor-General’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my 
audit. I conducted my audit in accordance with the Public Audit Act of South Africa, 

2004 (Act No. 25 of 2004) (PAA), the general notice issued in terms thereof and 
International Standards on Auditing. Those standards require that I comply with ethical 
requirements, and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of materia! misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers interna! control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in ail material respects, the 
financial position of the Setsoto Local Municipality as at 30 June 2014 and its financial 
performance and cash flow for the year then ended, in accordance with SA Standards 
of GRAP and the requirements of MFMA and DoRA. 
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■:vEmphasiS’ of matters , r- i.-. ■;■■ 

7. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

8. As disclosed in note 56 to the financial statements, the corresponding figures for 30 
June 2013 have been restated as a result of errors discovered during 2014 in the 
annual financial statements of the Setsoto Local Municipality at, and for the year 
ended, 30 June 2013. 

Material losses 

9. As disclosed in note 50 to the financial statements, material electricity and water losses 
of R21 690 046 (2013; R16 856 545) and R12 952 459 (2013: R16 251 753) 
respectively were incurred by the municipality as a result of distribution losses relating 
to water and electricity. 

Material impairments 

10. As disclosed in note 5 to the financial statements, a provision for impairment of debtors 
amounting to R192 724 645 (2013: R152 047 627) has been made with regard to 
consumer debts amounting to R260 092 967 (2013: R211 711 170). 

Unauthorised expenditure 

1 1. As disclosed in note 46 to the financial statements, unauthorised expenditure of 
R147 032 593 (2013: R154 181 494) was Incurred by the municipality as a result of the 
municipality's failure to implement adequate budgetary controls. 

Irregular expenditure 

12. As disclosed in note 48 to the financial statements, the municipality incurred irregular 
expenditure of R74 744 136 (2013: R131 973 342) during the year under review due to 
inadequate controls to fully comply with the supply chain management (SCM) 
processes. 

Going concern 

13. Note 55 to the financial statements indicates that Setsoto Local Municipality has 
incurred a deficit of R159 041 532 (2013: R114 290 080). This matter, along with other 
matters as set forth in note 55, indicate the existence of a material uncertainty that may 
cast significant doubt on the municipality’s ability to operate as a going concern. 

Additional matter 

14. ! draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited disclosure notes 

15. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financial statements and accordingly I do not express an opinion 
thereon. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS . i . 

16. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings on the reported performance information against predetermined 
objectives for selected development priorities presented in the annual performance 
report, compliance with legislation as well as internal control. The objective of my tests 
was to identify reportable findings as described under each subheading but not to 
gather evidence to express assurance on these matters. Accordingly, I do not express 
an opinion or conclusion on these matters. 

Predetermined objectives 

17. 1 performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the following selected development priorities 
presented in the annual performance report of the municipality for the year ended 30 
June 2014; 

• Focus area; Water on pages 44 to 48 

• Focus area; Sanitation on pages 49 to 54 

• Focus area; Roads and storm water on pages 69 to 73 

• Focus area; Electricity on pages 55 to 58 

• Focus area; Housing and land use on pages 63 to 65 

• Focus area; Waste disposal on pages 59 to 62 

18. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

19. I evaluated the usefulness of the reported performance information to determine 
whether it was presented in accordance with the National Treasury's annual reporting 
principles and whether the reported performance was consistent with the planned 
development priorities. I further performed tests to determine whether indicators and 
targets were well defined, verifiable, specific, measurable, time bound and relevant, as 
required by the National Treasury's Framework for managing programme performance 
information (FMPPI). 

20. I assessed the reliability of the reported performance information to determine whether 
it was valid, accurate and complete. 

21 . The material findings in respect of the selected development priorities are as follows; 

Focus area: Water 

Usefulness of reported performance information 

22. Section 41(c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000)(MSA) requires 
the integrated development plan to form the basis for the annual report, therefore 
requiring consistency of objectives, indicators and targets between planning and 
reporting documents. A total of 50% of the reported objectives and targets were not 
consistent with those in the approved service delivery and budget implementation plan. 
This was due to failure by management to perform proper monitoring and review 
processes when compiling the planning and reporting documents. 
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Reliability of reported performance information --fe ; j ; >,s« ; k 

23. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. I was unable to 
obtain the information and explanations I considered necessary to satisfy myself as to 
the reliability of the reported performance information. This was due to limitations ' 
placed on the scope of my work because the auditee could not provide sufficient 
appropriate evidenceJn support of the reported performance information. 

Focus area: Sanitation 

Usefulness of reported performance information 

24. Section 41 (c) of the MSA requires the integrated development plan to form the basis for 
the annual report, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 80% of the reported objectives 
and 86% of the reported indicators and targets were not consistent with those in the 
approved service delivery and budget implementation plan. This was due to failure by 
management to perform proper monitoring and review processes when compiling the 
planning and reporting documents. 

25. The FMPPI requires the following: Performance indicators must be well defined by 
having clear data definitions so that data can be collected consistently and is easy to 
understand and use. A total of 29% of the indicators were not well defined. This was 
due to the non-compliance to the requirements of the FMPPI by management. 

Reliability of reported performance information 

26. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets, i was unable to 
obtain the information and explanations i considered necessary to satisfy myself as to 
the reliability of the reported performance information. This was due to limitations 
placed on the scope of my work because the auditee could not provide sufficient 
appropriate evidence in support of the reported performance information. 

Focus area: Roads and storm water 

Usefulness of reported performance information 

27. Section 41 (c) of the MSA requires the integrated development plan to form the basis for 
the annual report, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 100% of the reported objectives, 
indicators and targets were not consistent with those in the approved service delivery 
and budget implementation plan. This was due to failure by management to perform 
proper monitoring and review processes when compiling the planning and reporting 
documents. 

28. The FMPPI requires the following: Performance targets must be specific in clearly 
identifying the nature and required level of performance. A total of 63% of the targets 
were not specific. This was due to the non-compliance to the requirements of the 
FMPPI, by management. 
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Reliability of reported performarice inforrnation^^^^^^^^^^ 


29. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. The reported 
performance information was not valid, accurate and complete when compared to the 
source information or evidence provided. This was due to failure to monitor the 
completeness of source documentation in support of actual achievements and to 

perform frequent reviews of the validity .of reported achi&vements^gainsLsource ^ 

documentation. 

Focus area; Electricity 


Usefulness of reported performance information 


30. Section 41(c) of the MSA requires the integrated development plan to form the basis for 
the annual report, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 100% of the reported objectives, 
indicators and targets were not consistent with those in the approved service delivery 
and budget implementation plan. This was due to failure by management to perform 
proper monitoring and review processes when compiling the planning and reporting 
documents. 


Reliability of reported performance Information 

31 . The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. I was unable to 
obtain the information and explanations i considered necessary to satisfy myself as to 
the reliability of the reported performance information. This was due to limitations 
placed on the scope of my work because the auditee could not provide sufficient 
appropriate evidence in support of the reported performance information. 

Focus area: Housing and land use 

Usefulness of reported performance information 

32. Section 41 (c) of the MSA requires the integrated deveiopment plan to form the basis for 
the annual report, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 100% of the reported objectives, 
indicators and targets were not consistent with those in the approved service delivery 
and budget implementation plan. This was due to failure by management to perform 
proper monitoring and review processes when compiling the planning and reporting 
documents. 

33. The FMPPI requires the following: Performance indicators must be well defined by 
having clear data definitions so that data can be collected consistently and is easy to 
understand and use. A total of 40% of the indicators were not well defined. This was 
due to the non-compliance to the requirements of the FMPPI, by management. 

Reliability of reported performance information 

34. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. I was unable to 
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obtain the information and explanations I considered necessary to satisfy. myself as tor;, 
the reliability of the reported performance information. This was due to limitations 
placed on the scope of my work because the auditee could not provide sufficient 
appropriate evidence in support of the reported performance information. 

Focus area: Waste disposal 

Usefulness of reported performance information 

35. Section 41 (c) of the MSA requires the integrated development plan to form the basis for 
the annual report, therefore requiring consistency of objectives, indicators and targets 
between planning and reporting documents. A total of 50% of the reported objectives 
and 60% of the reported indicators and targets were not consistent with those in the 
approved service delivery and budget implementation plan. This was due to failure by 
management to perform proper monitoring and review processes when compiling the 
planning and reporting documents. 

Reliability of reported performance information 

36. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and 
store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. I was unable to 
obtain the information and explanations I considered necessary to satisfy myself as to 
the reliability of the reported performance information. This was due to limitations 
placed on the scope of my work because the auditee could not provide sufficient 
appropriate evidence in support of the reported performance information. 

Additional matter 

37. I draw attention to the following matter. 

Achievement of planned targets 

38. Refer to the annual performance report on pages 44 to 73 for information on the 
achievement of planned targets for the year. This information should be considered in 
the context of the material findings on the usefulness and reliability of the reported 
performance information for the selected development priorities reported in paragraphs 
21 to 36 of this report. 

Compliance with laws and regulations 

39. I performed procedures to obtain evidence that the entity had complied with applicable 
laws and regulations regarding financial matters, financial management and other 
related matters. My findings on material compliance with specific matters in key 
applicable laws and regulations, as set out in the general notice issued in terms of the 
PAA, are as follows: 

Strategic planning and performance management 

40. The annual performance objectives and indicators for the municipal entity were not 
established by agreement with the Setsoto Integrated Dairy (Pty) Ltd (SID) and 
included in the municipal entity's multi-year business plan, as required by section 
93C(a){iv) of the MSA. 
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r-&:; ij?vv.r:vri41^/;T"he performance. of:SID was;.not-monitored and, annually reviewed 
annual budget process, as required by section 93C(a)(v) of the MSA. 

42. The annual performance report for the year under review did not include measures 
taken to improve performance as required by section 46 (1)(c) of the MSA. 

43. The performance management system and controls relating to the planning, 
monitoring, measurement, review and reporting and how it is conducted, organised and 
managed were not maintained, as required by sections 38 of the MSA and. regulation 7. , , 
of the municipal planning and performance management regulations. 

Budget 

44. Expenditure was incurred in excess of the limits of the amounts provided for in the 
votes of the approved budget, in contravention of section 15 of the MFMA. 

Annual financial statements and annual report 

45. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122 of the MFMA. Material 
misstatements of non-current assets and disclosure items identified by the auditors in 
the submitted financial statements were subsequently corrected, resulting in the 
financial statements receiving an unqualified audit opinion. 

46. Consolidated annual financial statements were not prepared, as required by section 
122(2) of the MFMA. 

47. Consolidated financial statements were not submitted for auditing within three months 
after the end of the financial year, as required by section 126(1)(b) of the MFMA. 

Procurement and contract management 

48. Contracts were awarded to and quotations were accepted from bidders who had not 
submitted a declaration on whether they are employed by the state or connected to any 
person employed by the state, as required by supply chain management (SCM) 
regulation 13(c). 

49. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations, as required by SCM regulation 17(a) and (c). 

50. Construction projects were not always registered with the Construction Industry 
Development Board, as required by Construction Industry Development regulation 18. 

51. Persons in service of the municipality whose close family members had a private or 
business interest in contracts awarded by the municipality failed to disclose such 
interest, as required by SCM regulation 46(2). 

52. Awards were made to providers who are in the service of other state institutions or 
whose directors/principal shareholders are in the service of other state institutions, in 
contravention of section 1 1 2(j) of the MFMA and SCM regulation 44. Similar awards 
were identified in the prior year and no effective steps were taken to prevent or combat 
the abuse of the SCM process in accordance with SCM regulation 38(1). 
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53.,iGontracts were awarded to bidders! based on points given.fonrGriteria;that differed. 
those stipulated in the original invitation for bidding, in contravention of SCM regulations 
21 (b) and 28(1 )(a) as well as the preferential procurement regulations. 

54. A list of accredited prospective providers was not in place for procuring goods and 
services through quotations, as required by SCM regulation 14(1){a). 

Human resource management and compensation 

55. An acting senior manager was appointed for a period of more than six months, in 
contravention of section 56(1 )(c) of the MSA. 

56. Sufficient appropriate audit evidence could not be obtained that job descriptions were 
established for all posts in which appointments were made in the current year, as 
required by section 66(1)(b) of the MSA. 

Expenditure management 

57. Reasonable steps were not taken to prevent unauthorised expenditure, irregular 
expenditure, fruitless and wasteful expenditure, as required by section 62(1)(d) of the 
MFMA. 

Revenue management 

58. An effective system of internal control for debtors and revenue was not in place, as 
required by section 64(2)(f) of the MFMA. 

Consequences management 

59. Unauthorised, irregular and fruitless and wasteful expenditure incurred by the 
municipality was not in all instances investigated to determine whether any person was 
liable for the expenditure, as required by section 32(2)(a)(ii) and 32(2)(b) of the MFMA. 

60. Unauthorised, irregular and fruitless and wasteful expenditure was not always 
recovered from the liable person, as required by section 32(2) of the MFMA. 

61. Contrary to sections 32(2)(a)(ii) and 32(2)(b) of the MFMA, the council certified 
unauthorised, irregular and fruitless and wasteful expenditure as irrecoverable without 
an investigation been conducted by a council committee to determine the recoverability 
of the expenditure. 

62. Authorisation of unauthorised expenditure was not done in an adjustment budget, as 
required by section 32(2)(a)(i) of the MFMA. 


Internal control 


63. 1 considered internal control relevant to my audit of the financial statements, annual 
performance information report and compliance with legislation. The matters reported 
below are limited to the significant internal control deficiencies that resulted in the 
findings on compliance with legislation included in this report. 
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64. The action plans were not adequately monitored and implemented to address internal 
control deficiencies identified. In certain instances, staff members of the municipality 
were not held accountable due to the performance management system not being fully 
implemented at the municipality. Processes to prevent and detect all unauthorised, 
irregular as well as fruitless and wasteful expenditure were not fully established. 

Financial and performance management 

65. The financial statements were not properly reviewed for completeness and accuracy 
prior to submission for auditing. This resulted in findings relating to incorrect disclosure 
or non-disclosure. 

66. In certain instances, staff members of the municipality were not sufficiently skilled to 
ensure that the daily financial transactions were fully and correctly recorded in the 
records of the municipality. Internal checking of all financial records and transactions 
was found to be inadequate. 

67. The municipality did not always comply with applicable laws and regulations. No formal 
processes were in place to monitor compliance with legislation, which resulted in the 
number of reported non-compliance issues. Consequences for poor performance and 
non-compliance with laws and regulations were inadequate. 



Bloemfontein 
30 November 2014 



auditor-generai. 

SOUTH AFRICA 

Auditing to build public confidence 
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Setsoto Local Municipality 
Financial statements 
for the year ended 30 June 2014 
Auditor-General of South Africa (AGSA) 


Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 

General Information 


Legal form of entity A Municipality which is a organ of state within the local sphere of 

government exercising legislative and executive authority 

Nature of business and principal activities A Local Authority providing municipal services and maintaining the 

best interest of the community in the Setsoto Municipal area. 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2014 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act, to maintain adequate accounting records and is 
responsible for the content and integrity of the financial statements and related financial information included in this report. It is the 
responsibility of the accounting officer to ensure that the financial statements fairly present the state of affairs of the municipality as 
at the end of the financial year and the results of its operations and cash flows for the period then ended. The external auditors are 
engaged to express an independent opinion on the financial statements and was given unrestricted access to all financial records 
and related data. 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice (GRAP) 
including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable and 
prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by the 
municipality and place considerable importance on maintaining a strong control environment. To enable the accounting officer to 
meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of error or deficit in 
a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are 
monitored throughout the municipality and all employees are required to maintain the highest ethical standards in ensuring the 
municipality’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk 
management in the municipality is on identifying, assessing, managing and monitoring all known forms of risk across the 
municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures and 
constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the financial 
statements. Flowever, any system of internal financial control can provide only reasonable, and not absolute, assurance against 
material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2015 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to continue 
in operational existence for the foreseeable future. 

The financial statements are prepared on the basis that the municipality is a going concern and that the Setsoto Municipality has 
neither the intention nor the need to liquidate or curtail materially its scale. 

Although the accounting officer are primarily responsible for the financial affairs of the municipality, they are supported by the 
municipality's external auditors. 

The external auditors are responsible for independently reviewing and reporting on the municipality's financial statements. The 
financial statements have been examined by the municipality's external auditors and their report is presented on page 13. 

The financial statements set out on pages 14 to 96, which have been prepared on the going concern basis (Please refer to Note 
55), were approved by the accounting officer on 29 August 2014 : 


Mr. STR Ramakarane 
Accounting Officer 


29 August 2014 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2014 

Audit & Performance Audit Committee Report 


We are pleased to present our report for the financial year ended 30 June 2014. 

Audit committee members and attendance 

The audit committee consists of the members listed hereunder and should meet at least 4 times per annum as per its approved 
terms of reference. During the current year 6 number of meetings were held. 

Name of member Number of meetings attended 

Dr N Maharaj (Chairperson) 5 

Mr T Zororo 5 

Mr D S Moletsane 5 

Mr S P Simelane 6 

Mr H B Mathibela 5 

All members are independent, with no interest in the management or conduct of the business of the Municipality and the 
members of the Audit and Performance Audit Committee were appointed on the 1 1 December 2013. 

Audit and Performance Committee responsibility 

The Audit and Performance Audit Committee reports complies with its responsibilities arising from section 166(2)(a) and (b) of 
the MFMA. 

The Audit and Performance Audit Committee has adopted appropriate formal terms of reference as its Audit and Performance 
Committee charter, has regulated its affairs in compliance with this charter and has discharged all its responsibilities as 
contained therein. 

The effectiveness of internal control 

The system of internal controls applied by the municipality over financial and risk management is considered generally 
adequate in design and is partially ineffective in its implementation on some entities and this was evident by the reasonable 
assurance given by the Internal Audit Unit. The identification of corrective actions and suggested enhancements to the controls 
were done through risk management process and interaction with management on the action plan on audited report. 

The Audit and Performance Audit Committee had a concern on the content and quality of the quarterly reports submitted to 
them however the concerns raised are in the process of being rectified. 

Evaluation of financial statements 

The Audit and Performance Audit Committee has: 

• reviewed and discussed the unaudited financial statements that will be presented to the Auditor-General South 
Africa; 

• reviewed changes in accounting policies and practices; 

• reviewed the adjustment made which appear on notes of prior period error and re-classification 

Internal audit 

The Audit and Performance Audit Committee is satisfied that the internal audit function is operating effectively and that it has 
addressed the risks pertinent to the municipality and its audits. 

Auditor-General of South Africa 

The Audit and Performance Audit Committee has met with the Auditor-General of South Africa to ensure that there are no 
unresolved issues. 


Chairperson of the Audit and Performance Audit 
Committee 


Date: 
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AUDITOR-GENERAL 

Report of the Auditor General 


To the Provincial Legislature of Setsoto Local Municipality 


Report on the financial statements 

This report will be inserted after the completion of the audit. 


Auditor-General of South Africa (AGSA) 
Registered Auditors 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 

Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 2014. 

1 . Review of activities 
Main business and operations 

The municipality is a local authority providing municipal services and maintaining the best interest of the community in the 
Setsoto municipal area.. 

The operating results and state of affairs of the municipality are fully set out in the attached financial statements. 

Net deficit of the municipality was R 159,041,532 (2013: deficit R 114,290,080). 

2. Going concern 

We draw attention to the fact that at 30 June 2014, the municipality had accumulated surplus of R 3,503,922,413 and that the 
municipality's total assets exceed its liabilities by R 3,503,922,413. 

The financial statements have been prepared on the basis of accounting policies applicable to a going concern. This basis 
presumes that funds will be available to finance future operations and that the realisation of assets and settlement of liabilities, 
contingent obligations and commitments will occur in the ordinary course of business. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of 
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 

The municipality operate on a favourable bank balance for the financial year. 

The municipality is aware of the debtors that is increasing and the reduction of it will be the implementation of the revenue 
enhancement strategy that has been approved by Council and it will be fully implemented in the financial year 2014-2015 as it 
will affect the cash flow forecast for financial year 30 June 2015. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year that would impact 
on the financial results as disclosed in these financial statements. 

4. Accounting Officer's interest in contracts 

The Accounting Officer had no interest in any contracts. 

5. Accounting policies 

The financial statements prepared in accordance with the South African Standards of Generally Recognized Accounting 
Practices (GRAP), including any interpretations of such Statements issued by the Accounting Practices Board, and in 
accordance with the prescribed Standards of Generally Recognised Accounting Practices (GRAP) issued by the Accounting 
Standards Board as the prescribed framework by National Treasury. 

6. Retirement benefit obligation 

Management engaged in a process to carry out an GRAP 25: Employee Benefits actuarial valuation of the employer liability as 
at 30 June 2014 (“the valuation date”) arising from the post-retirement healthcare subsidy (“PRFIS”) payable to current and 
retired employees. The change to this accounting policy did not have any material effect on the financial position of the 
Municipality. Refer to note 21 for detail about this valuations. 

The valuation in line with the requirements of GRAP 25 and have determined the items required for disclosure in terms of this 
standard. 

7. Non-current assets 

There were no major changes in the nature of the non-current assets of the municipality during the year . 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 

Accounting Officer's Report 


8. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report is: 

Name Nationality 

Mr. STR Ramakarane RSA 

9. Auditors 

Auditor-General of South Africa (AGSA) will continue in office for the next financial period. 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 


Statement of Financial Position as at 30 June 2014 



Note(s) 

2014 

R 

2013 

R 

Assets 




Current Assets 




Inventories 

3 

3,992,369 

3,967,884 

Trade and Other Receivables from Exchange Transactions 

5 

59,871,293 

49,428,958 

Receivables from non-exchange transactions 

6 

19,804,447 

17,339,572 

VAT receivable 

7 

55,371,821 

40,153,824 

Current portion of Receivables 

8 

1,294 

3,573 

Cash and cash equivalents 

9 

12,597,635 

18,308,766 



151,638,859 

129,202,577 

Non-Current Assets 




Investment property 

10 

76,210,633 

83,422,073 

Property, plant and equipment 

11 

3,401,062,412 

3,570,457,426 

Intangible assets 

12 

2,693,453 

935,393 

Fleritage assets 

13 

14,506,753 

14,506,753 

Investments 

4 

2,599,033 

2,206,611 

Non Current Receivables 

8 

- 

1,294 



3,497,072,284 

3,671,529,550 

Total Assets 


3,648,711,143 

3,800,732,127 

Liabilities 




Current Liabilities 




Other financial liabilities 

14 

477,638 

419,800 

Finance lease obligation 

15 

- 

703,212 

Trade Payables and other payables from exchange transactions 

16 

42,745,589 

49,743,653 

VAT Payable 

17 

29,290,116 

8,921,624 

Consumer deposits 

18 

2,282,424 

2,241,454 

Unspent conditional grants and receipts 

19 

4,320,809 

6,087,659 

Provisions 

20 

1,168,000 

719,000 

Bank overdraft 

9 

- 

1,421,411 



80,284,576 

70,257,813 

Non-Current Liabilities 




Non-Other financial liabilities 

14 

6,825,513 

7,303,151 

Provisions 

20 

16,493,836 

9,635,102 

Employee benefit obligation 

21 

41,184,805 

50,573,806 



64,504,154 

67,512,059 

Total Liabilities 


144,788,730 

137,769,872 

Net Assets 


3,503,922,413 

3,662,962,255 

Accumulated surplus 


3,503,922,413 

3,662,962,255 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2014 

Statement of Financial Performance 

2014 2013 

Note(s) R R 


Revenue 

Revenue from exchange transactions 

Service charges 

Rental of facilities and equipment 

Licences and permits 

Sale of land 

Other income 

Interest earned 

Insurance Claims 

Dividends received 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 

Property rates 

Transfer revenue 

Government grants & subsidies 
Fines 

Total revenue from non-exchange transactions 
Total revenue 

Expenditure 

Employee related costs 

Remuneration of councillors 

Depreciation and amortisation 

Impairment loss/ Reversal of impairments 

Finance costs 

Debt impairment 

Collection costs 

Repairs and maintenance 

Bulk purchases 

Contracted services 

Grants and subsidies paid 

Loss on disposal of assets 

General Expenses 

Total expenditure 
Operating deficit 
Deficit for the year 


23 

110,345,834 

101,730,333 

24 

701,364 

88,315 


21,064 

7,849 


281,573 

27,033 

25 

17,396,900 

4,767,987 

26 

22,291,885 

30,795,024 

40 

28,236 

- 


29,974 

28,114 


151 , 096,830 

137 , 444,655 


27 

33,441,460 

33,194,514 

28 

270,948,426 

273,373,394 


1,428,150 

1,643,313 


305 , 818,036 

308 , 211,221 

29 

456 , 914,866 

445 , 655,876 


30 

(133,615,112) 

(130,717,259) 

31 

(9,405,022) 

(8,520,413) 

33 

(263,680,280) 

(213,060,623) 

34 

(1,052,928) 

(879,761) 

35 

(1,041,054) 

(1,265,372) 

36 

(57,167,595) 

(70,597,892) 


(763,607) 

(2,115,546) 


(19,995,587) 

(29,979,461) 

37 

(52,561,888) 

(48,436,867) 

38 

(7,259,404) 

(5,653,064) 

39 

(3,876,829) 

(8,178,319) 

40 

(5,670,141) 

(159,741) 

41 

(59,866,951) 

(40,381,638) 


( 615 , 956 , 398 ) 

( 559 , 945 , 956 ) 


( 159 , 041 , 532 ) 

( 114 , 290 , 080 ) 


( 159 , 041 , 532 ) 

( 114 , 290 , 080 ) 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 


Statement of Changes in Net Assets 



Accumulated 

surplus 

R 

Total net 
assets 

R 

Balance at 01 July 2012 

3,768,612,933 

3,768,612,933 

Changes in net assets 



Surplus/(deficit) for the year 

(114,290,080) 

(114,290,080) 

Correction in terms of previous years errors 

5,060,555 

5,060,555 

Depreciation on Fleritage Assets Corrected 

3,418,267 

3,418,267 

Correct Flail Deposits 

24,837 

24,837 

Correction in terms of previous years 

1,483,882 

1,483,882 

Correct Fleritage asset to agree to register 

(1,348,139) 

(1,348,139) 

Total changes 

(105,650,678) 

(105,650,678) 

Balance at 01 July 2013 

3,662,962,256 

3,662,962,256 

Changes in net assets 



Corrections effecting previous years 

1,689 

1,689 

Net income (losses) recognised directly in net assets 

1,689 

1,689 

Surplus/(deficit) for the year 

(159,041,532) 

(159,041,532) 

Total recognised income and expenses for the year 

(159,039,843) 

(159,039,843) 

Total changes 

(159,039,843) 

(159,039,843) 

Balance at 30 June 2014 

3,503,922,413 

3,503,922,413 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 


Cash Flow Statement 



Note(s) 

2014 

R 

2013 

R 

Cash flows from operating activities 




Receipts 




Property Rates 


29,361,027 

34,701,881 

Sale of goods and services 


85,433,374 

60,266,589 

Grants 


270,948,426 

273,373,394 

Interest income 


2,902,981 

2,311,523 

Dividends received 


29,974 

28,114 

Other receipts 


19,857,287 

6,534,497 



408,533,069 

377,215,998 

Payments 




Employee costs 


(143,020,134) 

(139,237,672) 

Suppliers 


(171,694,782) 

(130,234,748) 

Finance costs 


(1,041,054) 

(1,265,372) 



(315,755,970) 

(270,737,792) 

Net cash flows from operating activities 

42 

92,777,099 

106,478,206 

Cash flows from investing activities 




Purchase of property, plant and equipment 

11 

(91,464,104) 

(90,588,348) 

Disposal of property, plant and equipment 

11 

6,379,055 

- 

Purchase of investment property 

10 

(1,699,615) 

(2,945,096) 

Purchase of other intangible assets 

12 

(2,047,225) 

(508,727) 

Proceeds from sale of financial assets 


(392,422) 

(249,917) 

Impairment of fines 


(1,049,355) 

- 

Proceeds from sale of non current receivables an loss on sale of assets 


(5,670,141) 

3,572 

Net cash flows from investing activities 


(95,943,807) 

(94,288,516) 

Cash flows from financing activities 




Repayment of other financial liabilities 


(419,800) 

(369,151) 

Finance lease payments 


(703,212) 

(1,724,294) 

Net cash flows from financing activities 


(1,123,012) 

(2,093,445) 

Net increase/(decrease) in cash and cash equivalents 


(4,289,720) 

10,096,245 

Cash and cash equivalents at the beginning of the year 


16,887,355 

6,791,110 

Cash and cash equivalents at the end of the year 

9 

12,597,635 

16,887,355 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2014 

Statement of Comparison of Budget and Actual Amounts 

Budget on Accrual Basis 

Approved Adjustments Final Budget Actual amounts Difference Reference 
budget on comparable between final 

basis budget and 
actual 

R R R R R 


Statement of Financial Performance 
Revenue 


Revenue from exchange 
transactions 


Service charges 

121,176,112 

(1,980,527) 

119,195,585 

110,345,834 

(8,849,751) 


Rental of facilities and equipment 

734,200 

78,485 

812,685 

701,364 

(111,321) 


Licences and permits 

12,000 

9,000 

21,000 

21,064 

64 


Sale of land 

500,000 

(31,802) 

468,198 

281,573 

(186,625) 

Increase in 
land sales 

Insurance Claims 

- 

- 

- 

28,236 

28,236 


Other income 

18,999,968 

(16,567,374) 

2,432,594 

17,396,900 

14,964,306 


Interest received - investment 

30,600,000 

(10,693,394) 

19,906,606 

22,291,885 

2,385,279 

Debtcrs written 






cff during 
previcus 








financial pericd 

Dividends received 

- 

29,974 

29,974 

29,974 

- 


Total revenue from exchange 
transactions 

172,022,280 

(29,155,638) 

142,866,642 

151,096,830 

8,230,188 


Revenue from non-exchange 
transactions 







Taxation revenue 







Property rates 

26,809,043 

10,058,059 

36,867,102 

33,441,460 

(3,425,642) Increase debt 







ccllecticn 

Government grants & subsidies 

241,722,000 

11,950,066 

253,672,066 

270,948,426 

17,276,360 

Ad Flee grants 
received during 
the year frem 
Government 

Transfer revenue 

Fines 

270,000 

4,180,275 

4,450,275 

1,428,150 

(3,022,125) 

Change in 
accounting 







policy 

Total revenue from non- 
exchange transactions 

268,801,043 

26,188,400 

294,989,443 

305,818,036 

10,828,593 


Total revenue 

440,823,323 

(2,967,238) 

437,856,085 

456,914,866 

19,058,781 


Expenditure 

Personnel 

(123,034,783) 

(17,250,039) 

(140,284,822) 

(133,615,112) 

6,669,710 

A lot of 







appointments 
during year to 
fill vacant posts 

Remuneration of councillors 

(9,079,404) 

(403,247) 

(9,482,651) 

(9,405,022) 

77,629 


Administration 

(1,258,422) 

(321,834) 

(1,580,256) 


1,580,256 

Budget for 
interdepartmen 
tal but did noot 







utilise it. 
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Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2014 

Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 



Approved 

budget 

R 

Adjustments 

R 

Final Budget Actual amounts 
on comparable 
basis 

R R 

Difference 
between final 
budget and 
actual 

R 

Reference 

Depreciation and amortisation 

(164,918,096) 

115,267,795 

(49,650,301) 

(263,680,280) 

(214,029,979) 

Non Cash 
portion was 
taken to 
Accumelated 
surplus during 
budget 
process. 

Impairment loss/ Reversal of 
impairments 




(1,052,928) 

(1,052,928) 

Sale of old 
asset not 
planned for at 
beginning of 
year 

Finance costs 

(1,880,000) 

888,908 

(991,092) 

(1,041,054) 

(49,962) 


Debt impairment 

(53,328,128) 

(24,929,647) 

(78,257,775) 

(57,167,595) 

21,090,180 1 

mprovement in 
debt collection 

Collection costs 

(300,000) 

(1,166,363) 

(1,466,363) 

(763,607) 

702,756 


Repairs and maintenance 

(28,997,100) 

15,535,296 

(13,461,804) 

(19,995,587) 

(6,533,783) 

Beter 

maintenance 

plans. 

Bulk purchases 

(54,000,000) 

513,025 

(53,486,975) 

(52,561,888) 

925,087 

Increase in 
water losses 

Contracted Services 

(5,500,000) 

(2,338,567) 

(7,838,567) 

(7,259,404) 

579,163 


Grants and subsidies paid 

(15,665,000) 

279,140 

(15,385,860) 

(3,876,829) 

11,509,031 

More money 
spend on 
capital 
projects. 

General Expenses 

(35,799,936) 

(16,846,683) 

(52,646,619) 

(59,866,951) 

(7,220,332) 

Cost saving 
drive. 

Total expenditure 

(493,760,869) 

69,227,784 

(424,533,085) 

(610,286,257) 

(185,753,172) 


Operating deficit 

(52,937,546) 

66,260,546 

13,323,000 

(153,371,391) 

(166,694,391) 


Loss on disposal of assets and 
liabilities 

" 

" 


(5,670,141) 

(5,670,141) 


Deficit before taxation 

(52,937,546) 

66,260,546 

13,323,000 

(159,041,532) 

(172,364,532) 


Actual Amount on Comparable 
Basis as Presented in the 
Budget and Actual 

Comparative Statement 

(52,937,546) 

66,260,546 

13,323,000 

(159,041,532) 

(172,364,532) 


Reconciliation 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 







Approved 

budget 

Adjustments 

Final Budget 

Actual amounts 
on comparable 
basis 

Difference Reference 

between final 
budget and 
actual 


R 

R 

R 

R 

R 


statement of Financial Position 
Assets 

Current Assets 


Inventories 

- 

- 

3,992,369 

3,992,369 

Receivables from non-exchange 
transactions 

- 

- 

12,307,418 

12,307,418 

VAT receivable 

- 

- 

55,371,821 

55,371,821 

Consumer debtors 

- 

- 

67,368,322 

67,368,322 

Current portion of Receivables 

- 

- 

1,294 

1,294 

Cash and cash equivalents 

- 

- 

12,597,635 

12,597,635 


- 

- 

- 151,638,859 

151,638,859 

Non-Current Assets 

Investment property 



76,210,633 

76,210,633 

Property, plant and equipment 

76,389,500 

8,840,359 

85,229,859 3,401,062,412 

3,315,832,553 

Intangible assets 

2,100,000 

- 

2,100,000 2,693,453 

593,453 

Fleritage assets 

- 

- 

14,506,753 

14,506,753 

Investments 

- 

- 

2,599,033 

2,599,033 


78,489,500 

8,840,359 

87,329,859 3,497,072,284 

3,409,742,425 

Total Assets 

78,489,500 

8,840,359 

87,329,859 3,648,711,143 

3,561,381,284 

Liabilities 

Current Liabilities 

Other financial liabilities 



477,638 

477,638 

Trade Payables and other 
payables from exchange 
transactions 



42,745,589 

42,745,589 

Taxes and transfers payable 

- 

- 

29,290,116 

29,290,116 

(non-exchange) 

Consumer deposits 



2,282,424 

2,282,424 

Unspent conditional grants and 
receipts 

- 

- 

4,320,809 

4,320,809 

Provisions 

- 

- 

1,168,000 

1,168,000 


- 

- 

80,284,576 

80,284,576 

Non-Current Liabilities 

Other financial liabilities 



6,825,513 

6,825,513 

Employee benefit obligation 

- 

- 

41,184,805 

41,184,805 

Provisions 

- 

- 

16,493,836 

16,493,836 


- 

- 

64,504,154 

64,504,154 

Total Liabilities 

- 

- 

- 144,788,730 

144,788,730 

Net Assets 

78,489,500 

8,840,359 

87,329,859 3,503,922,413 

3,416,592,554 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 







Approved 

budget 

Adjustments 

Final Budget 

Actual amounts 
on comparable 
basis 

Difference Reference 

between final 
budget and 
actual 


R 

R 

R 

R 

R 


Net Assets 

Net Assets Attributable to 
Owners of Controlling Entity 

Reserves 

Accumulated surplus (52,937,539) 66,223,454 13 , 285,915 3,503,922,412 3 , 490 , 636,497 
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Appropriation Statement 


Original 

Budget 

Final 

Shifting of 

Virement 

Final budget Actual 

Unauthorised Variance 

Actual 

Actual 

budget 

adjustments 

adjustments 

funds (i.t.o. 

(i.t.o. council 

outcome 

expenditure 

outcome 

outcome 


(i.t.o. s28 and budget 

s31 of the 

approved 



as % of 

as % of 


s31 of the 


MFMA) 

policy) 



final 

original 


MFMA) 






budget 

budget 

R 

R 

R 

R 

R 

R R 

R R 

R 

R 


2014 


Financial Performance 

Property rates 
Service charges 
Investment revenue 
Transfers recognised - 
operational 
Other own revenue 


26,809,043 

121,176,112 

30,600,000 

172,835,000 

20,516,168 


10,058,059 

(1,980,527) 

(10,663,420) 

834,707 

(12,331,416) 


36,867,102 

119,195,585 

19,936,580 

173,669,707 

8,184,752 


Total revenue (excluding 371,936,323 (14,082,597) 357,853,726 

capital transfers and 

contributions) 


36,867,102 

119,195,585 

19,936,580 

173,669,707 

8,184,752 

357,853,726 


33,441,460 

110,345,834 

22,321,859 

192,347,767 

19,857,287 

378,314,207 


(3,425,642) 

(8,849,751) 

2,385,279 

18,678,060 

11,672,535 

20,460,481 


91 % 
93 % 
112 % 
111 % 

243 % 


106 % 


125 % 
91 % 
73 % 
111 % 

97 % 


102 % 


Employee costs 
Remuneration of 
councillors 
Debt impairment 
Depreciation and asset 
impairment 
Finance charges 
Materials and bulk 
purchases 


(123,034,783) 

(9,079,404) 


(17,250,039) 

(403,247) 


(140,284,822) 

(9,482,651) 


(140,284,822) (133,615,112) 
(9,482,651) (9,405,022) 


(53,328,128) (24,929,647) 

(164,918,096) 115,267,795 

(1,880,000) 888,908 

(54,000,000) 513,025 


(78,257,775) 

(49,650,301) 



(991,092) 

(53,486,975) 


(78,257,775) (57,167,595) 

(49,650,301) (264,733,208) 

(991,092) (1,041,054) 

(53,486,975) (52,561,888) 


6,669,710 

95 % 

109 % 

77,629 

99 % 

104 % 

21,090,180 

73 % 

107 % 

(215,082,907) 

533 % 

161 % 

(49,962) 

105 % 

55 % 

925,087 

98 % 

97 % 


Transfers and grants 
Other expenditure 

(15,665,000) 

(71,855,458) 

279,140 

(5,175,243) 

(15,385,860) 

(77,030,701) 

- (15,385,860) 

- (77,030,701) 

(3,876,829) 

(93,555,690) 

11,509,031 
- (16,524,989) 

25 % 
121 % 

25 % 
130 % 

Total expenditure 

(493,760,869) 

69,190,692 

(424,570,177) 

- (424,570,177) 

(615,956,398) 

- (191,386,221) 

145 % 

125 % 

Surplus/(Deficit) 

(121,824,546) 

55,108,095 

(66,716,451) 

(66,716,451) 

(237,642,191) 

(170,925,740) 

356 % 

195 % 
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Appropriation Statement 


Original 

Budget 

Final 

Shifting of 

Virement 

Final budget Actual 

Unauthorised Variance 

Actual 

Actual 

budget 

adjustments 

adjustments 

funds (i.t.o. 

(i.t.o. council 

outcome 

expenditure 


outcome 

outcome 


(i.t.o. s28 and budget 

s31 of the 

approved 




as % of 

as % of 


s31 of the 


MFMA) 

policy) 




final 

original 


MFMA) 







budget 

budget 

R 

R 

R 

R 

R 

R R 

R 

R 

R 

R 


Transfers recognised - 
capital 

68,887,000 

11,115,359 

80,002,359 

“ 


80,002,359 

78,600,659 


(1,401,700) 

98 % 

114 % 

Surplus (Deficit) after 
capital transfers and 
contributions 

(52,937,546) 

66,223,454 

13,285,908 



13,285,908 

(159,041,532) 


(172,327,440) 

(1,197)% 

300 % 

Surplus/(Deficit) for the 
year 

(52,937,546) 

66,223,454 

13,285,908 

- 


13,285,908 

(159,041,532) 

■ 

(172,327,440) 

(1,197)% 

300 % 


Capital expenditure and funds sources 

Total capital expenditure 78,489,500 8,840,359 87,329,859 

Cash flows 

Net cash from (used) 
operating 

Net cash from (used) 
investing 

Net cash from (used) 
financing 

Net increase/(decrease) 
in cash and cash 
equivalents 

Cash and cash 
equivalents at the 
beginning of the year 

Cash and cash 
equivalents at year end 


87,329,859 32,995,988 (54,333,871) 38 % 42% 


1 

92,777,099 

- (95,943,807) 

(1,123,012) 

1 

92,777,099 DIV/0 % DIV/0 % 

(95,943,807) DIV/0 % DIV/0 % 

(1,123,012) DIV/0 % DIV/0 % 


(4,289,720) 

■ 

(4,289,720) DIV/0 % DIV/0 % 


16,887,355 


16,887,355 DIV/0 % DIV/0 % 


12,597,635 


(12,597,635) DIV/0 % DIV/0 % 


25 


Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 


Appropriation Statement 



Reported 

Expenditure 

Balance to be 

Restated 


unauthorised 

authorised in 

recovered 

audited 


expenditure 

terms of 
section 32 of 
MFMA 


outcome 


R 

R 

R 

R 

2013 





Financial Performance 





Property rates 




33,194,514 

Service charges 




101,730,333 

Investment revenue 




30,823,138 

Transfers recognised - operational 




186,156,835 

Other own revenue 




6,534,497 

Total revenue (excluding capital transfers and contributions) 


358,439,317 

Employee costs 

- 

- 

- 

(130,717,259) 

Remuneration of councillors 

- 

- 

- 

(8,520,413) 

Debt impairment 

- 

- 

- 

(70,597,892) 

Depreciation and asset impairment 

- 

- 

- 

(213,940,384) 

Finance charges 

- 

- 

- 

(1,265,372) 

Materials and bulk purchases 

- 

- 

- 

(48,436,867) 

Transfers and grants 

- 

- 

- 

(8,178,319) 

Other expenditure 

- 

- 

- 

(78,289,450) 

Total expenditure 

- 

- 

- 

(559,945,956) 

Surplus/(Deficit) 


(201,506,639) 

Transfers recognised - capital 


87,216,559 

Surplus (Deficit) after capital transfers and contributions 


(114,290,080) 

Surplus/(Deficit) for the year 


(114,290,080) 

Capital expenditure and funds sources 





Total capital expenditure 




3,973,425 
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Appropriation Statement 


Reported 

Expenditure 

Balance to be 

Restated 

unauthorised 

authorised in 

recovered 

audited 

expenditure 

terms of 
section 32 of 
MFMA 


outcome 

R 

R 

R 

V 


Cash flows 

Net cash from (used) operating 
Net cash from (used) investing 
Net cash from (used) financing 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at year end 



106,478,206 

(94,288,516) 

(2,093,445) 


10,096,245 


6,791,110 


16,887,355 
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Accounting Policies 


1. Presentation of Financial Statements 

The financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting Practice 
(GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management 
Act. 

These financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost 
convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies, which have been consistently applied in the preparation of these financial 
statements, are disclosed below. 

1.1 Presentation currency 

These financial statements are presented in South African Rand, which is the functional currency of the municipality. 

1.2 Significant judgements and sources of estimation uncertainty 

In preparing the financial statements, management is required to make estimates and assumptions that affect the amounts 
represented in the financial statements and related disclosures. Use of available information and the application of judgement 
is inherent in the formation of estimates. Actual results in the future could differ from these estimates which may be material to 
the financial statements. Significant judgements include: 

Trade receivables / Held to maturity investments and/or loans and receivables 

The municipality assesses its trade receivables, held to maturity investments and loans and receivables for impairment at the 
end of each reporting period. In determining whether an impairment loss should be recorded in surplus or deficit, management 
makes judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows 
from a financial asset. 

The impairment for trade receivables, held to maturity investments and loans and receivables is calculated on a portfolio basis, 
based on historical loss ratios, adjusted for national and industry-specific economic conditions and other indicators present at 
the reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the 
portfolio and scaled to the estimated loss emergence period. 

Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to write stock down to the lower of cost or net realisable value. Management have made estimates of 
the selling price and direct cost to sell on certain inventory items. The write down is included in the operation surplus note. 

Fair value estimation 

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is based on 
quoted market prices at the end of the reporting period. The quoted market price used for financial assets held by the 
municipality is the current bid price. 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair values. 
The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the 
current market interest rate that is available to the municipality for similar financial instruments. 
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Accounting Policies 


1 .2 Significant judgements and sources of estimation uncertainty (continued) 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of value- 
in-use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. It is 
reasonably possible that the assumption may change which may then impact our estimations and may then require a material 
adjustment to the carrying value of goodwill and tangible assets. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that the 
carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. Assets are grouped 
at the lowest level for which identifiable cash flows are largely independent of cash flows of other assets and liabilities. If there 
are indications that impairment may have occurred, estimates are prepared of expected future cash flows for each group of 
assets. Expected future cash flows used to determine the value in use of goodwill and tangible assets are inherently uncertain 
and could materially change over time. They are significantly affected by a number of factors. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Provisions are measured 
at the management's best estimate of the expenditure required to settle the obligation at reporting date, and are discounted to 
the present value where the time value effect is material. Additional disclosure of these estimates of provisions are included in 
note 20 - Provisions. 

Useful lives and residual values 

The municipality's management determines the estimated useful lives and related depreciation charges for property, plant and 
equipment as well as the intangible assets. The municipality re-assess the useful lives and the residual value on an annual 
basis, considering the conditional and use of the individual assets. This estimate is based on industry norm. Management will 
increase the depreciation charge where useful lives are less than previously estimated useful lives. 

Post retirement benefits 

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of post retirement obligations. 

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that will be used to 
determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In 
determining the appropriate discount rate, the municipality considers the interest rates of high-quality corporate bonds that are 
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the 
related pension liability. 

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed in 
Note 21. 

Effective interest rate 

The municipality uses an appropriate interest rate, taking into account guidance provided in the accounting standards, and 
applying professional judgement to the specific circumstances, to discount future cash flows. 

Appropriate adjustments have been made to compensate for the effect of deferred settlement terms that material impact on the 
fair value of the financial instruments, revenue and expenses at initial recognition. The adjustments require a degree of 
estimation around the discount rate and periods used. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is impaired. The 
impairment is measured as the difference between the debtors carrying amount and the present value of estimated future cash 
flows discounted at the effective interest rate, computed at initial recognition. 
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1 .2 Significant judgements and sources of estimation uncertainty (continued) 

GRAP 24: Presentation of budget information 

The municipality is required to present a comparison of the budget amounts for which it is held publicly accountable and actual. 
The comparison of budget and actual amounts present separately for each level of legislative oversight: 

- the approved and final budget amounts; 

- the actual amounts on a comparable basis. 

1.3 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreciation 
or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the municipality, and the cost or fair value of the investment property 
can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of 
acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. If a 
replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced part is 
derecognised. 

Cost model 

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses. 

Depreciation is provided to write down the cost, less estimated residual value over the useful life of the property, which is as 
follows: 

Item Useful life 

Investment Property - land indefinite 

Investment Property - buildings 5 - 30 years 

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and no 
future economic benefits or service potential are expected from its disposal. 

Gains or losses arising from the retirement or disposal of investment property is the difference between the net disposal 
proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of retirement or disposal. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 
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1.4 Property, plant and equipment (continued) 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. T rade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the Municipality is obligated to incur such expenditure, and where 
the obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 


Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. 

Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would 
be determined using fair value at the end of the reporting period. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
restated proportionately with the change in the gross carrying amount of the asset so that the carrying amount of the asset after 
revaluation equals its revalued amount. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 
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1.4 Property, plant and equipment (continued) 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset. 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings when the asset is derecognised. 

The revaluation surplus in equity related to a specific item of property, plant and equipment is transferred directly to retained 
earnings as the asset is used. The amount transferred is equal to the difference between depreciation based on the revalued 
carrying amount and depreciation based on the original cost of the asset. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment is carried at revalued amount, being the fair value at the date of revaluation less any subsequent 
accumulated depreciation and subsequent accumulated impairment losses. Revaluations are made with sufficient regularity 
such that the carrying amount does not differ materially from that which would be determined using fair value at the end of the 
reporting period. 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Average useful life 

Land 

• Land 

Infinite 

Buildings 

• Buildings 

30 years 

Infrastructure assets 

• Electricity 

20 - 30 years 

• Roads 

10-30 years 

• Water 

15-20 years 

Community assets 

• Buildings 

30 years 

• Recreational facilities 

20 years 

• Security measures 

3 - 5 years 

Other assets 

• Office equipment 

3 - 7 years 

• Furniture and fittings 

7-10 years 

• Motor vehicles 

5 - 7 years 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differ from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when 
the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 
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1.4 Property, plant and equipment (continued) 

Assets which the municipality holds for rentals to others and subsequently routinely sell as part of the ordinary course of 
activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These assets are not 
accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised as revenue. All cash 
flows on these assets are included in cash flows from operating activities in the cash flow statement. 

1.5 Intangible assets 

An asset is identifiable if it either: 

• is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented or 
exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it were in 
the form of a contract. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

• it is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell it. 

• there is an ability to use or sell it. 

• it will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during its development can be measured reliably. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not recognised as 
intangible assets. 

Internally generated goodwill is not recognised as an intangible asset. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 
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1.5 Intangible assets (continued) 

Item Useful life 

Computer software, other 3 - 5 years 

Intangible assets are derecognised: 

• on disposal; or 

• when no future economic benefits or service potential are expected from its use or disposal. 

1.6 Heritage assets 

Assets are resources controlled by an municipality as a result of past events and from which future economic benefits or 
service potential are expected to flow to the municipality. 

Carrying amount is the amount at which an asset is recognised after deducting accumulated impairment losses. 

Class of heritage assets means a grouping of heritage assets of a similar nature or function in an municipality’s operations that 
is shown as a single item for the purpose of disclosure in the financial statements. 

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the 
time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognised in 
accordance with the specific requirements of other Standards of GRAP. 

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 

An impairment loss of a cash-generating asset is the amount by which the carrying amount of an asset exceeds its recoverable 
amount. 

An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds its 
recoverable service amount. 

An inalienable item is an asset that an municipality is required by law or otherwise to retain indefinitely and cannot be disposed 
of without consent. 

Recoverable amount is the higher of a cash-generating asset’s net selling price and its value in use. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 

Value in use of a cash-generating asset is the present value of the future cash flows expected to be derived from an asset or 
cash-generating unit. 

Value in use of a non-cash-generating asset is the present value of the asset’s remaining service potential. 

Recognition 

The municipality recognises a heritage asset as an asset if it is probable that future economic benefits or service potential 
associated with the asset will flow to the municipality, and the cost or fair value of the asset can be measured reliably. 

Initial measurement 

Heritage assets are measured at cost. 

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of 
acquisition. 
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1.6 Heritage assets (continued) 

Subsequent measurement 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 

After recognition as an asset, a class of heritage assets, whose fair value can be measured reliably, is carried at a revalued 
amount, being its fair value at the date of the revaluation less any subsequent impairment losses. 

If a heritage asset’s carrying amount is increased as a result of a revaluation, the increase is credited directly to a revaluation 
surplus. However, the increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the 
same heritage asset previously recognised in surplus or deficit. 

If a heritage asset’s carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus or deficit. 
However, the decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation 
surplus in respect of that heritage asset. 

Impairment 

The municipality assess at each reporting date whether there is an indication that it may be impaired. If any such indication 
exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage asset. 

Transfers 

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset. 
Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 

Derecognition 

The municipality derecognises heritage asset on disposal, or when no future economic benefits or service potential are 
expected from its use or disposal. 

The gain or loss arising from the derecognition of a heritage asset is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the heritage asset. Such difference is recognised in surplus or deficit when the 
heritage asset is derecognised. 

1.7 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibility. 

A concessionary loan is a loan granted to or received by an entity on terms that are not market related. 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity’s . 

A derivative is a financial instrument or other contract with all three of the following characteristics: 

• Its value changes in response to the change in a specified interest rate, financial instrument price, commodity price, 
foreign exchange rate, index of prices or rates, credit rating or credit index, or other variable, provided in the case of 
a non-financial variable that the variable is not specific to a party to the contract (sometimes called the ‘underlying’). 

• It requires no initial net investment or an initial net investment that is smaller than would be required for other types 
of contracts that would be expected to have a similar response to changes in market factors. 

• It is settled at a future date. 
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1.7 Financial instruments (continued) 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group of 
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of the 
financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The 
calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums 
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be 
estimated reliably. Flowever, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life 
of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arm’s length transaction. 

A financial asset is: 

• cash; 

• a residual interest of another entity; or 

• a contractual right to: 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a 
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a 
debt instrument. 

A financial liability is any liability that is a contractual obligation to: 

• deliver cash or another financial asset to another entity; or 

• exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity. 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. 

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk. 

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors 
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the 
market. 

A financial asset is past due when a counterparty has failed to make a payment when contractually due. 

A residual interest is any contract that manifests an interest in the assets of an entity after deducting all of its liabilities. A 
residual interest includes contributions from owners, which may be shown as: 

• equity instruments or similar forms of unitised capital; 

• a formal designation of a transfer of resources (or a class of such transfers) by the parties to the transaction as 
forming part of an entity’s net assets, either before the contribution occurs or at the time of the contribution; or 

• a formal agreement, in relation to the contribution, establishing or increasing an existing financial interest in the net 
assets of an entity. 
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1.7 Financial instruments (continued) 

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued or 
disposed of the financial instrument. 

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that: 

• the entity designates at fair value at initial recognition; or 

• are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 

• derivatives; 

• combined instruments that are designated at fair value; 

• instruments held for trading. A financial instrument is held for trading if: 

it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 
on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for 
which there is evidence of a recent actual pattern of short term profit-taking; 

non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at 
fair value at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial 
instruments at cost. 

Initial recognition 

The entity recognises a financial asset or a financial liability in its when the entity becomes a party to the contractual provisions 
of the instrument. 

The entity recognises financial assets using trade date accounting. 

Initial measurement of financial assets and financial liabilities 

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 

The entity measures a financial asset and financial liability initially at its fair value. 

The entity first assesses whether the substance of a concessionary loan is in fact a loan. On initial recognition, the entity 
analyses a concessionary loan into its component parts and accounts for each component separately. The entity accounts for 
that part of a concessionary loan that is: 

• a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it is the issuer of the loan; or 

• non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers), where it is the recipient of the loan. 
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1.7 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the following categories: 

• Financial instruments at fair value. 

• Financial instruments at amortised cost. 

• Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Fair value measurement considerations 

The best evidence of fair value is quoted prices in an active market. If the market for a financial instrument is not active, the 
entity establishes fair value by using a valuation technique. The objective of using a valuation technique is to establish what the 
transaction price would have been on the measurement date in an arm’s length exchange motivated by normal operating 
considerations. Valuation techniques include using recent arm’s length market transactions between knowledgeable, willing 
parties, if available, reference to the current fair value of another instrument that is substantially the same, discounted cash flow 
analysis and option pricing models. If there is a valuation technique commonly used by market participants to price the 
instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market 
transactions, the entity uses that technique. The chosen valuation technique makes maximum use of market inputs and relies 
as little as possible on entity-specific inputs. It incorporates all factors that market participants would consider in setting a price 
and is consistent with accepted economic methodologies for pricing financial instruments. Periodically, the municipality 
calibrates the valuation technique and tests it for validity using prices from any observable current market transactions in the 
same instrument (i.e. without modification or repackaging) or based on any available observable market data. 

The fair value of a financial liability with a demand feature (e.g. a demand deposit) is not less than the amount payable on 
demand, discounted from the first date that the amount could be required to be paid. 

Reclassification 

The entity does not reclassify a financial instrument while it is issued or held unless it is: 

• combined instrument that is required to be measured at fair value; or 

• an investment in a residual interest that meets the requirements for reclassification. 

Where the entity cannot reliably measure the fair value of an embedded derivative that has been separated from a host 
contract that is a financial instrument at a subsequent reporting date, it measures the combined instrument at fair value. This 
requires a reclassification of the instrument from amortised cost or cost to fair value. 

If fair value can no longer be measured reliably for an investment in a residual interest measured at fair value, the entity 
reclassifies the investment from fair value to cost. The carrying amount at the date that fair value is no longer available 
becomes the cost. 

If a reliable measure becomes available for an investment in a residual interest for which a measure was previously not 
available, and the instrument would have been required to be measured at fair value, the entity reclassifies the instrument from 
cost to fair value. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or deficit 
when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 

Impairment and uncollectibility of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or group of 
financial assets is impaired. 

Financial assets measured at amortised cost: 


38 





Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1.7 Financial instruments (continued) 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original 
effective interest rate. The carrying amount of the asset is reduced directly or through the use of an allowance account. The 
amount of the loss is recognised in surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed directly or by 
adjusting an allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the 
amortised cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount 
of the reversal is recognised in surplus or deficit. 

Financial assets measured at cost: 

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 
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1.7 Financial instruments (continued) 

Derecognition 
Financial assets 

The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

• the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

• the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; or 

• the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the entity : 

derecognise the asset; and 

recognise separately any rights and obligations created or retained in the transfer. 

The carrying amounts of the transferred asset are allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference between the consideration received and the amounts recognised and derecognised is recognised 
in surplus or deficit in the period of the transfer. 

If the entity transfers a financial asset in a transfer that qualifies for derecognition in its entirety and retains the right to service 
the financial asset for a fee, it recognise either a servicing asset or a servicing liability for that servicing contract. If the fee to be 
received is not expected to compensate the entity adequately for performing the servicing, a servicing liability for the servicing 
obligation is recognised at its fair value. If the fee to be received is expected to be more than adequate compensation for the 
servicing, a servicing asset is recognised for the servicing right at an amount determined on the basis of an allocation of the 
carrying amount of the larger financial asset. 

If, as a result of a transfer, a financial asset is derecognised in its entirety but the transfer results in the entity obtaining a new 
financial asset or assuming a new financial liability, or a servicing liability, the entity recognise the new financial asset, financial 
liability or servicing liability at fair value. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or deficit. 

If the transferred asset is part of a larger financial asset and the part transferred qualifies for derecognition in its entirety, the 
previous carrying amount of the larger financial asset is allocated between the part that continues to be recognised and the part 
that is derecognised, based on the relative fair values of those parts, on the date of the transfer. For this purpose, a retained 
servicing asset is treated as a part that continues to be recognised. The difference between the carrying amount allocated to 
the part derecognised and the sum of the consideration received for the part derecognised is recognised in surplus or deficit. 

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of ownership 
of the transferred asset, the entity continue to recognise the transferred asset in its entirety and recognise a financial liability for 
the consideration received. In subsequent periods, the entity recognises any revenue on the transferred asset and any expense 
incurred on the financial liability. Neither the asset, and the associated liability nor the revenue, and the associated expenses 
are offset. 

Financial liabilities 

The entity removes a financial liability (or a part of a financial liability) from its when it is extinguished — i.e. when the 
obligation specified in the contract is discharged, cancelled, expires or waived. 

An exchange between an existing borrower and lender of debt instruments with substantially different terms is accounted for as 
having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial modification 
of the terms of an existing financial liability or a part of it is accounted for as having extinguished the original financial liability 
and having recognised a new financial liability. 
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1.7 Financial instruments (continued) 

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid, including any non-cash assets transferred or liabilities assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction 
are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). 

Presentation 

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in 
surplus or deficit. 

Dividends or similar distributions relating to a financial instrument or a component that is a financial liability is recognised as 
revenue or expense in surplus or deficit. 

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit. 

Distributions to holders of residual interests are debited by the entity directly to net assets, net of any related income tax 
benefit. Transaction costs incurred on residual interests is accounted for as a deduction from net assets, net of any related 
income tax benefit. 

A financial asset and a financial liability are only offset and the net amount presented in the when the entity currently has a 
legally enforceable right to set off the recognised amounts and intends either to settle on a net basis, or to realise the asset and 
settle the liability simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred 
asset and the associated liability. 

1.8 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the at amounts equal to the fair value of the leased property or, if 
lower, the present value of the minimum lease payments. The corresponding liability to the lessor is included in the as a 
finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the . 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 
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1.8 Leases (continued) 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 
Income for leases is disclosed under revenue in statement of financial performance. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.9 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all inventories 
having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 

1.10 Housing development fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 1997). Loans from national and 
provincial government used to finance housing selling schemes undertaken by the municipality were extinguished on 1 April 
1998 and transferred to a Housing Development Fund. Housing selling schemes, both complete and in progress as at 1 April 
1998, were also transferred to the Housing Development Fund. In terms of the Housing Act, all proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the Housing Development Fund can be used only to finance housing developments within the 
municipal area subject to the approval of the Provincial MEC responsible for housing. 
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1.11 Revaluation reserve 

The surplus arising from the revaluation of property, plant and equipment is credited to a non-distributable reserve. The 
revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve to the 
accumulated surplus/deficit. On disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit while 
gains or losses on disposal, based on revalued amounts, are credited or charged to the statement of financial performance. 

1.12 Investments 

Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down immediately 
to its recoverable amount and an impairment loss is charged to the statement of financial performance. 

1.13 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, 
conditions or obligations have not been met a liability is recognised. 

Government grants can be in the form of grants to acquire or construct fixed assets (capital grants), grants for the furtherance 
of national and provincial government policy objectives and general grants to subsidise the cost incurred by entities in 
rendering services. Capital grants and general grants for the furtherance of government policy objectives are usually restricted 
revenue in that stipulations are imposed on their use. 

Government grants are recognised as revenue when: 

- it is probable that the economic benefits or service potential associated with the transaction will flow to the entity, 

- the amount of the revenue can be measured reliably, and 

- to the extent that there has been compliance with any restrictions associated with the grant. 

An entity needs to assess the degree of certainty attached to the flow of future economic benefits of service potential on the 
basis of the available evidence. Certain grants payable by one level of government to another are subject to the availability of 
funds. Revenue from these grants should only be recognised when it is probable that the economic benefits or service potential 
associated with the transaction will flow to the entity. An announcement at the beginning of a financial year that grants may be 
available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the 
flow. Revenue should only be recognised once evidence of the probability of the flow becomes available. 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. For example, 
equitable share grants per the Division of Revenue Act where the period of use of such funds is stated, should be recognised 
on a time proportion basis, i.e. over the stated period. Where there is no restriction on the period, such revenue should be 
recognised on receipt or when the Act becomes effective, which-ever is earlier. 

In certain circumstances government will only remit grants on a re-imbursement basis. Revenue should therefore be 
recognised when the qualifying expense has been incurred and to the extent that any other restrictions have been complied 
with and not when the grant is received. 

Other Grants and Donations 

Donations shall be measured at the fair value of the consideration received or receivable when the amount of the revenue can 
be measured reliably. 

Other grants and donations shall be recognised as revenue when: 

- it is probable that the economic benefits or service potential associated with the transaction will flow to the entity, 

- the amount of the revenue can be measured reliably, and 

- to the extent that there has been compliance with any restrictions associated with the grant. 

1.14 Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of the three spheres of government in South Africa, 
only entities within the national sphere of government are considered to be related parties. 
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1.14 Related parties (continued) 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed. 

1.15 Segmental information 

Segmental information on property, plant and equipment, as well as income and expenditure, is set out in Appendices C and D, 
based on the International Government Financial Statistics classifications and the budget formats prescribed by National 
Treasury. The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. 

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the financial 
statements. 

1.16 Commitments 

Items are classified as commitments where the Municipality commits itself to future transactions that will normally result in 
the outflow of resources. 

Capital commitments are not recognised in the statement of financial position as a liability but are included in the 
disclosure notes in the following cases: 

- Approved and contracted commitments, where the expenditure has been approved and the contract has been 
awarded at the reporting date, where disclosure is required by a specific standard of GRAP. 

- Approved but not yet contracted commitments, where the expenditure has been approved and the contract has yet to 
be awarded or is awaiting finalisation at the reporting date. 

- Items are classified as commitments where the municipality commits itself to future transactions that will normally 
result in the outflow of resources. 

- Contracts that are entered into before the reporting date, but goods and services have not yet been received are 
disclosed in the disclosure notes to the financial statements. 

- Other commitments for contracts are be non-cancellable or only cancellable at significant cost contracts should relate 
to something other than the business of the municipality. 

1.17 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the after deducting any accumulated depreciation and 
accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 
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1.17 Impairment of cash-generating assets (continued) 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

1.18 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the after deducting any accumulated depreciation and 
accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 
Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Irrespective of whether there is any indication of impairment, the entity also test a non-cash-generating intangible asset with an 
indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable service amount. This impairment test is performed at the same time every year. If an 
intangible asset was initially recognised during the current reporting period, that intangible asset was tested for impairment 
before the end of the current reporting period. 

Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential. 

The present value of the remaining service potential of a non-cash-generating assets is determined using the following 
approach: 
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1.18 Impairment of non-cash-generating assets (continued) 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset to 
which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any), 
on a systematic basis over its remaining useful life. 

1.19 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the Standard 
of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only to pay or fund 
employee benefits under a defined benefit plan and are not available to the reporting entity’s own creditors (even in liquidation) 
and cannot be paid to the reporting entity, unless either: 

• the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit 
obligations; or 

• the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either: 

• an entity’s decision to terminate an employee’s employment before the normal retirement date; or 

• an employee’s decision to accept voluntary redundancy in exchange for those benefits. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) that 
are not due to be settled within twelve months after the end of the period in which the employees render the related service. 

Vested employee benefits are employee benefits that are not conditional on future employment. 

Composite social security programmes are established by legislation and operate as multi-employer plans to provide post- 
employment benefits as well as to provide benefits that are not consideration in exchange for service rendered by employees. 

A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities. 
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1.19 Employee benefits (continued) 

Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 

• short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

• bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars 
and cellphones) for current employees. 

When an employee has rendered service to the entity during a reporting period, the entity recognise the undiscounted amount 
of short-term employee benefits expected to be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the entity recognise that excess as an asset (prepaid expense) to the extent 
that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measure the expected 
cost of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date. 

The entity recognise the expected cost of bonus, incentive and performance related payments when the entity has a present 
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can 
be made. A present obligation exists when the entity has no realistic alternative but to make the payments. 

Post-employment benefits 

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of 
employment. 

Post-employment benefit plans are formal or informal arrangements under which an entity provides post-employment benefits 
for one or more employees. 

Multi-employer plans are defined contribution plans (other than state plans and composite social security programmes) or 
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under common 
control and use those assets to provide benefits to employees of more than one entity, on the basis that contribution and 
benefit levels are determined without regard to the identity of the entity that employs the employees concerned. 

Multi-employer plans and/or State plans and/or Composite social security programmes 

The entity classifies a multi-employer plan and/or state plans and/or composite social security programmes as a defined 
contribution plan or a defined benefit plan under the terms of the plan (including any constructive obligation that goes beyond 
the formal terms). 

Where a plan is a defined contribution plan, the entity accounts for in the same way as for any other defined contribution plan. 

Where a plan is a defined benefit plan, the entity account for its proportionate share of the defined benefit obligation, plan 
assets and cost associated with the plan in the same way as for any other defined benefit plan. 

When sufficient information is not available to use defined benefit accounting for a plan, that is a defined benefit plan, the entity 
account for the plan as if it was a defined contribution plan. 
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1.19 Employee benefits (continued) 

Post-employment benefits: Defined contribution plans 

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee service in the current and prior periods. 

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution payable to 
a defined contribution plan in exchange for that service: 

• as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, an entity recognise that excess as an asset 
(prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of an asset. 

Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the reporting 
period in which the employees render the related service, they are discounted. The rate used to discount reflects the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is consistent with the 
currency and estimated term of the obligation. 
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1.19 Employee benefits (continued) 


Post-employment benefits: Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial 
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined 
benefit liability the entity recognise actuarial gains and losses in surplus or deficit in the reporting period in which they occur. 

Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the 
reporting entity) that are held by an entity (a fund) that is legally separate from the reporting entity and exists solely to pay or 
fund employee benefits and are available to be used only to pay or fund employee benefits, are not available to the reporting 
entity’s own creditors (even in liquidation), and cannot be returned to the reporting entity, unless either: 

• the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the plan or the 
reporting entity; or 

• the assets are returned to the reporting entity to reimburse it for employee benefits already paid. 

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the 
current period. 

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because the 
benefits are one period closer to settlement. 

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods, 
resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employee 
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the entity recognise past service cost as an expense in 
the reporting period in which the plan is amended. 

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 

The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected future 
payments required to settle the obligation resulting from employee service in the current and prior periods. 

The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan assets, together 
with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (other than those 
included in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan 
itself. 

The entity account not only for its legal obligation under the formal terms of a defined benefit plan, but also for any constructive 
obligation that arises from the entity’s informal practices. Informal practices give rise to a constructive obligation where the 
entity has no realistic alternative but to pay employee benefits. An example of a constructive obligation is where a change in 
the entity’s informal practices would cause unacceptable damage to its relationship with employees. 

The amount recognised as a defined benefit liability is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly; 

• plus any liability that may arise as a result of a minimum funding requirement 

The amount determined as a defined benefit liability may be negative (an asset). The entity measure the resulting asset at the 
lower of: 

• the amount determined above; and 

• the present value of any economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. The present value of these economic benefits is determined using a discount rate which 
reflects the time value of money. 

Any adjustments arising from the limit above is recognised in surplus or deficit. 
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1.19 Employee benefits (continued) 

The entity determine the present value of defined benefit obligations and the fair value of any plan assets with sufficient 
regularity such that the amounts recognised in the financial statements do not differ materially from the amounts that would be 
determined at the reporting date. 

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard 
requires or permits their inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses; 

• past service cost; 

• the effect of any curtailments or settlements; and 

• the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as 
the accrued benefit method pro-rated on service eras the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable, 
past service cost, an entity shall attribute benefit to periods of service under the plan’s benefit formula. Flowever, if an 
employee’s service in later years will lead to a materially higher level of benefit than in earlier years, an entity shall attribute 
benefit on a straight-line basis from: 

• the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 

• the date when further service by the employee will lead to no material amount of further benefits under the plan, 
other than from further salary increases. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any material transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date. 

The entity recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or 
settlement occurs. The gain or loss on a curtailment or settlement comprises: 

• any resulting change in the present value of the defined benefit obligation; and 

• any resulting change in the fair value of the plan assets. 

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan assets, if 
any) using current actuarial assumptions (including current market interest rates and other current market prices). 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other 
respects, the asset is treated in the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan is [OR is not] presented as the net of the amount recognised for a reimbursement. 

The entity offsets an asset relating to one plan against a liability relating to another plan when the entity has a legally 
enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either to settle the 
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan simultaneously. 
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1.19 Employee benefits (continued) 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of money. 

The currency and term of the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

• estimated future salary increases; 

• the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

• estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan, if, and only if, either: 

• those changes were enacted before the reporting date; or 

• past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 

Other post retirement obligations 

The municipality provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to some 
retirees. 

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age and 
the completion of a minimum service period. The expected costs of these benefits are accrued over the period of employment. 
Independent qualified actuaries carry out valuations of these obligations. The municipality also provides a gratuity and housing 
subsidy on retirement to certain employees. An annual charge to income is made to cover both these liabilities. 

The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly. 

The entity shall recognise the net total of the following amounts as expense or revenue, except to the extent that another 
Standard requires or permits their inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement right recognised as an asset; 

• actuarial gains and losses, which shall all be recognised immediately; 

• past service cost, which shall all be recognised immediately; and 

• the effect of any curtailments or settlements. 
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1.19 Employee benefits (continued) 

Termination benefits 

The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed to either: 

• terminate the employment of an employee or group of employees before the normal retirement date; or 

• provide termination benefits as a result of an offer made in order to encourage voluntary redundancy. 

The entity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination and is 
without realistic possibility of withdrawal. The detailed plan includes [as a minimum]: 

• the location, function, and approximate number of employees whose services are to be terminated; 

• the termination benefits for each job classification or function; and 

• the time at which the plan will be implemented. 

Implementation begins as soon as possible and the period of time to complete implementation is such that material changes to 
the plan are not likely. 

Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an appropriate 
discount rate. The rate used to discount the benefit reflects the time value of money. The currency and term of the financial 
instrument selected to reflect the time value of money is consistent with the currency and estimated term of the benefit. 

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be based on 
the number of employees expected to accept the offer. 

1.20 Provisions and contingencies 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating surplus. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 
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1.20 Provisions and contingencies (continued) 

A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• necessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

No obligation arises as a consequence of the sale or transfer of an operation until the municipality is committed to the sale 
or transfer, that is, there is a binding arrangement. 

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 57. 

1.21 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 

When uncertainty arises about the collectability of an amount already included in revenue, the uncollectable amount, or the 
amount in respect of which recovery has ceased to be probable, is recognised as an expense, rather than as an adjustment of 
the amount of revenue originally recognised. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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1.21 Revenue from exchange transactions (continued) 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Revenue from the rental of facilities and equipment is recognised on a straight-lined basis over the term of the lease 
agreement. 

1.22 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor. 

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of its objectives and can 
exclude or otherwise regulate the access of others to that benefit. 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay 
taxes. 

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, the 
municipality either receives value from another municipality without directly giving approximately equal value in exchange, or 
gives value to another municipality without directly receiving approximately equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential is required to be returned to the transferor if not deployed 
as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting municipality. 

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or 
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 
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1.22 Revenue from non-exchange transactions (continued) 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality. 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to recognise a 
liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount required to settle 
the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a 
liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the 
liability is recognised as revenue. 

Assessment Rates 

Revenue from rates, including collection charges and penalty interest, is recognised when: 

- it is probable that the economic benefits or service potential associated with the transaction will flow to the entity, 

- the amount of the revenue can be measured reliably, and 

- there has been compliance with the relevant legal requirements. 

- Changes to property values during a reporting period, which are referred to as “interims”, are valued by a suitably 
qualified valuator and adjustments are made to rates revenue, based on a time proportion basis. Adjustments to 
rates revenue already recognised are processed or additional rates revenue is recognised. 

Transfers 

Apart from Services in kind, which are not recognised, the municipality recognises an asset in respect of transfers when the 
transferred resources meet the definition of an asset and satisfy the criteria for recognition as an asset. 

The municipality recognises an asset in respect of transfers when the transferred resources meet the definition of an asset and 
satisfy the criteria for recognition as an asset. 

Transferred assets are measured at their fair value as at the date of acquisition. 

Fines 

Revenue from the issuing of fines is recognised when: 

- it is probable that the economic benefits or service potential associated with the transaction will flow to the entity, and 

- the amount of the revenue can be measured reliably. 

- There are two types offices: spot fines and summonses. Municipalities will usually issue both types offices. There is 
uncertainty regarding the probability of the flow of economic benefits or service potential in respect of spot fines as 
these fines are usually not given directly to an offender. Further legal processes have to be undertaken before the 
spot fine is enforceable. 

- In respect of summonses the public prosecutor can decide whether to waive the made for the revenue amount 
collected from spot fines and summonses based on past experience of amounts collected. Where a reliable estimate 
cannot be made of revenue from summonses, the revenue from summonses should be recognised when the public 
prosecutor pays over to the entity the cash actually collected on summonses issued. 

Gifts and donations, including goods in-kind 

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured reliably. 
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1.23 Borrowing costs 

The capitalisation of borrowing costs commences when all the following conditions have been met: 

• expenditures for the asset have been incurred; 

• borrowing costs have been incurred; and 

• activities that are necessary to prepare the asset for its intended use or sale are undertaken. 

1.24 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.25 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.26 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.27 Irregular expenditure 

MFMA Circular No 68 and section 32 of the Municipal Finance Management Act No. 56 of 2003 states the following:: 

Irregular expenditure is defined in section 1 of the MFMA as follows: 

“irregular expenditure”, in relation to a municipality or municipal entity, means — 

(a) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of this Act, and which has not been condoned in terms of section 170; 

(b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of the Municipal Systems Act, and which has not been condoned in terms of that Act; 

(c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement of the 
Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or 

(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance with, a 
requirement of the supply chain management policy of the municipality or entity or any of the municipality’s by-laws 
giving effect to such policy, and which has not been condoned in terms of such policy or by-law, 

but excludes expenditure by a municipality which falls within the definition of “unauthorised expenditure”. 

In this context ‘expenditure’ refers to any use of municipal funds that is in contravention of the following legislation: 

- Municipal Finance Management Act, Act 56 of 2003, and its regulations; 

- Municipal Systems Act, Act 32 of 2000, and its regulations; 

- Public Office-Bearers Act, Act 20 of 1998, and its regulations; and 

- The municipality’s supply chain management policy, and any by-laws giving effect to that policy 

Although a transaction or an event may trigger irregular expenditure, a municipality or municipal entity will only identify irregular 
expenditure when a payment is made, in other words, the recognition of irregular expenditure will be linked to a financial 
transaction. If the possibility of irregular expenditure is determined prior to a payment being made, the transgression shall be 
regarded as a matter of non-compliance. 


56 





Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 
Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1.27 Irregular expenditure (continued) 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the 
Municipal Systems Act (Act No. 32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

1.28 Use of estimates 

The preparation of financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. It also requires management to exercise judgement in the process of applying the municipality’s accounting policies. 
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to 
the financial statements are disclosed in the relevant sections of the financial statements. Although these estimates are based 
on management’s best knowledge of current events and actions they may undertake in the future, actual results ultimately may 
differ from those estimates. 

1.29 Value Added Tax (VAT) 

The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the Standard rate (14%) in 
terms of section 7(1 )(a) of the Value Added Tax Act, (Act 89 of 1991) in respect of the supply goods or services, except where 
the supplies are specifically zero-rated in terms of section 1 1 , exempted in terms of section 12 of the VAT Act or are scoped 
out for VAT purposes. The municipality account for VAT on a monthly basis. 

1.30 Budget information 

Municipality are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), which 
is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance outcome 
objectives. 

The approved budget covers the fiscal period from 01/07/2013 to 30/06/2014. 

The budget for the economic entity includes all the entities approved budgets under its control. 

The financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 

The Statement of comparative and actual information has been included in the financial statements as the recommended 
disclosure when the financial statements and the budget are on the same basis of accounting as determined by National 
Treasury. 

1.31 Events after the reporting date 

Events after the reporting date that are classified as adjusting events have been accounted for in the annual financial 
statements. The events after the reporting date that are classified as non adjusting events after the reporting date have been 
disclosed in the notes to the annual financial statements. 
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2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to its operations: 


Standard/ Interpretation: 


GRAP 25: Employee benefits 

GRAP 1 (as revised 2012): Presentation of Financial 

Statements 


Effective date: 

Years beginning on or 
after 

01 April 2013 
01 April 2013 


GRAP 3 (as revised 2012): Accounting Policies, Change in 01 April 2013 
Accounting Estimates and Errors 


GRAP 7 (as revised 2012): Investments in Associates 01 April 2013 


GRAP 9 (as revised 2012): Revenue from Exchange 01 April 2013 

Transactions 


GRAP 12 (as revised 2012): Inventories 


01 April 2013 


• GRAP 13 (as revised 2012): Leases 


01 April 2013 


• GRAP 16 (as revised 2012): Investment Property 01 April 2013 


GRAP 17 (as revised 2012): Property, Plant and Equipment 01 April 2013 


• GRAP 27 (as revised 2012): Agriculture (Replaces GRAP 01 April 2013 
101 ) 


Expected impact: 


It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 
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New standards and interpretations (continued) 

• GRAP 31 (as revised 2012): Intangible Assets (Replaces 

01 April 2013 

It is unlikely that standard 

GRAP 102) 


will have a material impact 
on the municipality's 
annual financial 



statements. 

• IGRAP16: Intangible assets website costs 

01 April 2013 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 



statements. 

• IGRAP1 (as revised 2012):Applying the probability test on 

01 April 2013 

It is unlikely that standard 

initial recognition of revenue 


will have a material impact 
on the municipality's 
annual financial 



statements. 


2.2 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality’s accounting periods beginning on or after 01 July 2014 or later periods: 


Standard/ Interpretation: 


GRAP 6: Consolidated and Separate Financial Statements 


Effective date: 

Years beginning on or 
after 

01 April 2014 


GRAP 7: Investments in Associates 


01 April 2014 


GRAP 8: Interests in Joint Ventures 


01 April 2014 


GRAP32: Service Concession Arrangements: Grantor 01 April 2015 


• GRAP108: Statutory Receivables 


01 April 2015 


IGRAP17: Service Concession Arrangements where a 01 April 2015 

Grantor Controls a Significant Residual Interest in an Asset 


Expected impact: 


It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 


2.3 Standards and interpretations not yet effective or relevant 

The following standards and interpretations have been published and are mandatory for the municipality’s accounting 
periods beginning on or after 01 July 2014 or later periods but are not relevant to its operations: 
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2. New standards and interpretations (continued) 


Standard/ Interpretation: 


GRAP 105: Transfers of functions between entities under 
common control 


GRAP 106: Transfers of functions between entities not 
under common control 


• GRAP 107: Mergers 


• GRAP 20: Related parties 


IGRAP 11: Consolidation - Special purpose entities 


IGRAP 12: Jointly controlled entities - Non-monetary 
contributions by ventures 


Effective date: 

Years beginning on or 
after 

No effective date 


No effective date 


No effective date 


No effective date 


No effective date 


No effective date 


Expected impact: 


It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 


3. Inventories 


Consumable Stores 

1,005,096 

847,906 

Tarr and cement 

- 

253,615 

Water 

676,273 

555,363 

Unsold Properties Field for Resale 

2,311,000 

2,311,000 

4. Investments 

3,992,369 

3,967,884 

Designated at fair value 

Listed shares 

Sanlam Shares 

889,879 

652,242 

Unlisted shares 

OVK / EFC Shares 

736,283 

624,980 


1,626,162 

1,277,222 

At amortised cost 

Other financial assets 1 

Terms and conditions 

972,871 

929,389 

Total other financial assets 

2,599,033 

2,206,611 
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Non-current assets 

Designated at fair value 

1,626,162 

1,277,222 

At amortised cost 

972,871 

929,389 

5. Trade and Other Receivables from Exchange Transactions 

2,599,033 

2,206,611 

Gross balances 

Rates 

27,247,484 

23,167,051 

Electricity 

40,278,945 

32,212,751 

Water 

69,350,731 

53,590,611 

Sewerage 

50,398,998 

37,558,435 

Refuse 

65,479,875 

51,196,157 

Other 

7,336,934 

13,986,165 


260,092,967 

211,711,170 

Less: Allowance for impairment 

Rates 

(19,750,455) 

(12,932,466) 

Electricity 

(27,254,700) 

(22,587,718) 

Water 

(52,922,250) 

(41,677,066) 

Sewerage 

(39,069,345) 

(30,934,079) 

Refuse 

(48,677,823) 

(40,735,854) 

Other 

(5,050,072) 

(3,180,444) 


(192,724,645) 

(152,047,627) 

Net balance 

Rates 

7,497,029 

10,234,585 

Electricity 

13,024,245 

9,625,033 

Water 

16,428,481 

11,913,545 

Sewerage 

11,329,653 

6,624,356 

Refuse 

16,802,052 

10,460,303 

Other 

2,286,862 

10,805,721 


67,368,322 

59,663,543 

Included in above is receivables from exchange transactions 

Electricity 

13,024,245 

9,625,033 

Water 

16,428,481 

11,913,545 

Sewerage 

11,329,653 

6,624,356 

Refuse 

16,802,052 

10,460,303 

Other 

2,286,862 

10,805,721 

Included in above is receivables from non-exchange transactions (taxes 
and transfers) 

59,871,293 

49,428,958 

Rates 

7,497,029 

10,234,585 

Net balance 

67,368,322 

59,663,543 
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5. Trade and Other Receivables from Exchange Transactions (continued) 


Rates 

Current (0 -30 days) 

2,896,102 

1,411,142 

31 - 60 days 

1,086,803 

993,704 

61 - 90 days 

1,019,570 

947,094 

91 - 120 days 

2,218,616 

949,331 

121 -365 days 

20,026,393 

18,865,780 

Less: Impairment 

(19,750,455) 

(12,932,466) 


7,497,029 

10,234,585 

Electricity 

Current (0 -30 days) 

7,707,918 

7,161,734 

31 - 60 days 

2,216,299 

1,297,330 

61 - 90 days 

1,633,024 

1,796,198 

91 - 120 days 

1,386,857 

1,307,297 

121 - 365 days 

27,334,847 

20,650,192 

Less: Impairment 

(27,254,700) 

(22,587,718) 


13,024,245 9,625,033 


Water 

Current (0 -30 days) 

3,105,805 

4,789,400 

31 - 60 days 

2,194,865 

618,632 

61 - 90 days 

2,106,731 

669,460 

91 - 120 days 

2,082,075 

678,840 

121 -365 days 

59,861,255 

46,834,279 

Less: Impairment 

(52,922,250) 

(41,677,066) 


16,428,481 

11,913,545 

Sewerage 

Current (0 -30 days) 

1,239,141 

374,767 

31 - 60 days 

1,481,142 

399,958 

61 - 90 days 

1,421,591 

416,061 

91 - 120 days 

1,404,049 

395,846 

121 -365 days 

44,853,075 

35,972,484 

Less: Impairment 

(39,069,345) 

(30,934,760) 


11,329,653 6,624,356 


Refuse 



Current (0 -30 days) 

4,175,032 

474,200 

31 - 60 days 

1,773,070 

464,972 

61 - 90 days 

1,673,080 

484,768 

91 - 120 days 

1,679,738 

457,848 

121 -365 days 

56,178,955 

49,314,369 

Less: Impairment 

(48,677,823) 

(40,735,854) 


16,802,052 

10,460,303 
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2013 

R 

5. Trade and Other Receivables from Exchange Transactions (continued) 



Other (specify) 



Current (0 -30 days) 

1,082,177 

68,409 

31 - 60 days 

118,800 

80,583 

61 - 90 days 

133,182 

87,442 

91 - 120 days 

161,115 

50,040 

121 -365 days 

5,841,661 

13,699,691 

Less: Impairment 

(5,050,073) 

(3,180,444) 


2,286,862 

10,805,721 

Summary of debtors by customer classification 



Consumers 



Current (0 -30 days) 

9,009,400 

4,436,472 

31 - 60 days 

7,973,532 

2,652,370 

61 - 90 days 

6,927,325 

3,130,682 

91 - 120 days 

7,676,547 

2,591,940 

121 -365 days 

174,524,381 

151,277,174 


206,111,185 

164,088,638 

Industrial/ commercial 



Current (0 -30 days) 

928,286 

291,603 

31 - 60 days 

518,229 

171,397 

61 - 90 days 

659,383 

185,196 

91 - 120 days 

456,399 

175,339 

121 -365 days 

7,675,902 

3,877,185 


10,238,199 

4,700,720 

National and provincial government 



Current (0 -30 days) 

806,033 

74,904 

31 - 60 days 

705,640 

37,358 

61 - 90 days 

742,502 

137,703 

91 - 120 days 

1,145,214 

122,358 

121 -365 days 

3,314,898 

(2,444,960) 


6,714,287 

(2,072,637) 

Total 



Current (0 -30 days) 

20,206,175 

14,279,652 

31 - 60 days 

8,870,979 

3,855,179 

61 - 90 days 

7,987,178 

4,401,023 

91 - 120 days 

8,932,450 

3,839,202 

121 -365 days 

214,096,186 

185,336,795 


260,092,968 

211,711,851 

Less: Allowance for impairment 

(192,724,646) 

(152,048,308) 


67,368,322 

59,663,543 

Reconciliation of allowance for impairment 



Balance at beginning of the year 

(152,047,627) 

(270,423,277) 

Contributions to allowance 

(57,167,595) 

(70,597,892) 

Debt impairment written off against allowance 

16,490,577 

188,973,542 


(192,724,645) 

(152,047,627) 
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5. Trade and Other Receivables from Exchange Transactions (continued) 

Consumer debtors pledged as security 

No consumer debtors were pledged as security for overdraft facilities. 

6. Receivables from non-exchange transactions 

Fines 

350,976 

293,254 

Sundry Debtors 

9,951,697 

5,087,191 

Prepayments (Eskom and Fuel Deposits) 

2,004,745 

1,724,542 

Rates (Details as per Note 5 above) 

7,497,029 

10,234,585 


19,804,447 

17,339,572 

7. VAT receivable 

VAT Receivable 

55,371,821 

40,153,824 


The Municipality is registerd on the payment basis, therefore VAT is paid over to the South African Revenue Services 
(SARS) only once payment is received from debtors. 

8. Non Current Receivables 

Prior to the implementation of the MFMA, Council granted a long term loan to Ficksburg Squash Club for the building of a 
club house and squash courts. This loans is repayable to council on agreed terms and conditions. 

Non Current Receivables 

Current portion from receivables 
Non-current portion from Receivables 

1,294 4,867 


1,294 3,573 

1 ,294 


9. Cash and cash equivalents 

Cash and cash equivalents consist of: 


Cash on hand 

9,107 

9,607 

Bank balances 

7,347,501 

- 

Short-term deposits 

5,241,027 

18,299,159 

Bank overdraft 

- 

(1,421,411) 


12,597,635 

16,887,355 

Current assets 

12,597,635 

18,308,766 

Current liabilities 

- 

(1,421,411) 


12,597,635 

16,887,355 


Cash and cash equivalents pledged as collateral 

The Municipality has a overdraft facility of R3, 000, 000. 00. There is a pledge amount of R3, 000, 000. 00 against the 
investment account with account number 62049046205 to secure this overdraft facility.. 
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9. Cash and cash equivalents (continued) 






The municipality had the following bank accounts 





Account number / description 

Bank statement balances 

Cash book balances 

30 June 2014 

30 June 2013 

30 June 2012 

30 June 2014 

30 June 2013 

30 June 2012 

FNB BANK - Current Account - 
620 480 92647 

7,336,317 

733,772 

941,019 

7,347,501 

(1,421,411) 

2,254,288 

FNB BANK - Business Money 
Market -621 517 83563 

206,552 

197,375 

190,747 

206,552 

197,375 

190,747 

FNB BANK - Savings Account - 
620 490 46205 

4,656,759 

11,265,705 

801,209 

4,656,759 

11,265,705 

801,209 

FNB BANK -Call Account - 
6231 054 0465 

377,716 

6,836,079 

3,535,879 

3,777,116 

6,836,079 

3,535,879 

Total 

12,577,344 

19,032,931 

5,468,854 

15,987,928 

16,877,748 

6,782,123 

10. Investment property 



2014 



2013 



Cost / 

Accumulated 

Carrying value 

Cost / 

Accumulated 

Carrying value 


Valuation 

depreciation 


Valuation 

depreciation 




and 



and 




accumulated 



accumulated 




impairment 



impairment 


Investment property 

99,832,256 

(23,621,623) 

76,210,633 

98,132,642 

(14,710,569) 

83,422,073 

Reconciliation of investment property - 2014 









Opening 

Work in Impairments 

Total 




balance 

progress 



Investment property 



83,422,073 

1,699,615 

(8,911,055) 

76,210,633 

Reconciliation of investment property - 2013 









Opening 

Additions Impairments 

Total 




balance 




Investment property 



85,975,177 

2,945,096 

(5,498,200) 

83,422,073 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 

inspection at the registered office of 

the municipality. 





There are no contractual obligations 

to purchase, construct or develop investment property or for repairs, maintenance or 

enhancements. 
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11. Property, plant and equipment 



2014 



2013 



Cost / 

Accumulated 

Carrying value 

Cost / 

Accumulated 

Carrying value 


Valuation 

depreciation 


Valuation 

depreciation 




and 



and 




accumulated 



accumulated 




impairment 



impairment 


Land 

45,587,989 

- 

45,587,989 

48,107,989 

- 

48,107,989 

Infrastructure 

4,364,401,513 

[1,318,927,633) 

3,045,473,880 

4,301,807,750 

[1,098,418,522) 

3,203,389,228 

Community 

367,821,394 

(91,626,600) 

276,194,794 

365,423,750 

(66,331,034) 

299,092,716 

Other property, plant and 

30,935,201 

(20,882,413) 

10,052,788 

39,717,653 

(22,926,905) 

16,790,748 

equipment 







Landfill Site 

24,054,920 

(301,959) 

23,752,961 

3,248,754 

(172,009) 

3,076,745 


Total 


4,832,801,017 [1,431,738,605)3,401,062,412 4,758,305,896 [1,187,848,470)3,570,457,426 


Reconciliation of property, plant and equipment - 2014 


Land 

Infrastructure 
Community 

Other property, plant and 
equipment 
Landfill Site 

3,570,457,426 


Additions 

Disposals 

Work in 
Progress 

378,807 

_ 

62,214,956 

2,397,644 

- 

- 

5,666,531 

(6,379,055) 

- 

20,806,166 

- 

- 

29,249,148 

(6,379,055) 

62,214,956 


Impairment Depreciation Total 
2014 

(2,520,000) - 45,587,98! 

(37,1 79,059) (1 83,330,052) 3,045,473,881 
(14,221,422) (11,074,144) 276,194,79. 

(6,025,436) 10,052,78; 

(129,950) 23,752,96 

(53,920,481) (200,559,582)3,401,062,41: 


Opening 

balance 

48,107,989 

3,203,389,228 

299,092,716 

16,790,748 

3,076,745 


Reconciliation of property, plant and equipment - 2013 



Opening 

balance 

Additions 

Work in 
Progress 

Depreciation Total 

Land 

48,107,989 

- 

- 

48,107,989 

Infrastructure 

3,305,375,006 

68,020,582 

19,880,047 

(1 89,886,407) 3,203,389,228 

Community 

311,369,833 

- 

- 

(12,277,117) 299,092,716 

Other property, plant and equipment 

21,486,107 

361,307 

- 

(5,056,666) 16,790,748 

Landfill Site 

880,283 

2,326,412 

- 

(129,950) 3,076,745 


3,687,219,218 

70,708,301 

19,880,047 

(207,350,140) 3,570,457,426 


Pledged as security 

No Property, Plant and Equipment was pledged as security. 

Assets subject to finance lease (Net carrying amount) 

With the physical verification process that was done to correct the infrastructure asset register and the movable asset 
register during the current financial year, new classifications was used and therefore certain figures changed from the prior 
year to the current year. There were also assets that were omitted from last year’s asset register and these were 
subsequently added, also resulting in a change of prior period figures. Refer to note 56. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 


66 



Setsoto Local Municipality 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2014 

Notes to the Financial Statements 

20T4 2013 

R R 


12. Intangible assets 




2014 


2013 



Cost / 
Valuation 

Accumulated Carrying value 
amortisation 
and 

accumulated 

impairment 

Cost / 
Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying value 

Computer software, other 

3,379,999 

(686,546) 2,693,453 

1,332,774 

(397,381) 

935,393 


Reconciliation of intangible assets - 2014 


Opening Additions Amortisation Total 
balance 

Computer software, other 935,393 2,047,225 (289,165) 2,693,453 


Reconciliation of intangible assets - 2013 


Opening Additions Amortisation Total 
balance 

Computer software, other 638,948 508,727 (212,282) 935,393 

Pledged as security 

No intangible assets are pledged as security: 

Details of valuation 

The effective date of the revaluations was 30 June 2010. 

The valuation was based on open market value for existing use. 

These assumptions were based on current market conditions at the date of recalculation. 

13. Heritage assets 



2014 


2013 

Cost / 

Accumulated Carrying value 

Cost / 

Accumulated Carrying value 

Valuation 

impairment 

Valuation 

impairment 


losses 


losses 


Historical buildings 14,506,753 

14,506,753 14,506,753 

14,506,753 

Reconciliation of heritage assets 2014 


Cpening 

balance 

Total 

Historical buildings 

14,506,753 

14,506,753 

Reconciliation of heritage assets 2013 


Cpening 

balance 

Total 

Historical buildings 

14,506,753 

14,506,753 
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14. Borrowings 
At amortised cost 


Financial liabilities 

Refer to Appendix A for further details on the borrowings. 

7,303,151 

7,722,951 

Non-current liabilities 

At amortised cost 

6,825,513 

7,303,151 

Current liabilities 

At amortised cost 

15. Finance lease obligation 

477,638 

419,800 

Minimum lease payments due 

- within one year 

- 

740,901 


- 

740,901 

less: future finance charges 

- 

(37,689) 

Present value of minimum lease payments 

- 

703,212 

Present value of minimum lease payments due 

- within one year 

- 

703,212 

It is municipality policy to lease certain vehicles, computers, faxes, equipment and photo copy machines under finance 
leases. 

The average lease term was 3-5 years and the average effective borrowing rate was 11% (2013 

■: 11%). 


16. Trade Payables and other payables from exchange transactions 

Trade payables 

19,817,264 

18,413,793 

Payments received in advanced 

6,863,065 

13,517,228 

Staff leave accrual 

8,262,453 

9,583,884 

Bonus 

3,090,590 

2,782,888 

Deposits received 

- 

2,000 

Other payables 

3,767,209 

5,423,895 

Salary Control 

945,008 

19,965 


42,745,589 

49,743,653 

17. VAT payable 

VAT payable 

29,290,116 

8,921,624 

18. Consumer deposits 

Electricity 

2,275,816 

2,235,454 

Other 

6,608 

6,000 


2,282,424 

2,241,454 


Guarantees held in lieu of electricity and other deposits 
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19. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 
Unspent conditional grants and receipts 


MIG Grant 

- 

6,087,659 

COGTA 

3,320,809 

- 

National Lottery 

1,000,000 

- 


4,320,809 

6,087,659 

Movement during the year 

Balance at the beginning of the year 

6,087,658 

16,925,217 

Additions during the year 

269,181,577 

76,379,000 

Income recognition during the year 

(270,948,426) 

(87,216,558) 


4,320,809 

6,087,659 


For the 201 1-12 finacial year the Council concluded with National Treasury to repay an amount of R 1 1 million of unspent 
conditional grants (MIG) to the National Revenue Fund which will be payable within a period of twelve months. During the 
2012-13 financial year the final outstanding amount of R7,800 000.00 was deducted from the Equitable Share in respect of 
the abovementioned agreement. 
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20. Provisions 


Reconciliation of provisions - 2014 



Opening 

Additions 

Utilised during 

Total 


Balance 


the year 


Environmental rehabilitation 

2,945,966 

6,597,604 

(82,870) 

9,460,700 

Long service bonus short term portion) 

719,000 

449,000 

- 

1,168,000 

Long service bonus (long term portion) 

6,689,136 

344,000 

- 

7,033,136 


10,354,102 

7,390,604 

(82,870) 

17,661,836 

Reconciliation of provisions - 2013 






Opening 

Additions 

Utilised during 

Total 


Balance 


the year 


Environmental rehabilitation 

3,074,928 

(128,962) 

- 

2,945,966 

Long service bonus short term portion) 

493,643 

(603,974) 

829,331 

719,000 

Long service bonus (long term portion) 

5,861,825 

1,882,000 

(1,054,689) 

6,689,136 


9,430,396 

1,149,064 

(225,358) 

10,354,102 

Non-current liabilities 



16,493,836 

9,635,102 

Current liabilities 



1,168,000 

719,000 


17,661,836 10,354,102 
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20. Provisions (continued) 

1. Long Service Bonus 

A long-service award is granted to municipal employees after the completion of fixed periods of continuous service with the 
Municipality. The provision represents an estimation of the awards to which employees in the service of the Municipality 
may become entitled to in future. GRAP 25 valuation was done by management for the 2013/2014 financial year and 
membership data used can be summariesed as follow: 

Number of current employees 696 733 


The amounts recognised in the statement of financial position are as follows: 


Carrying value 


Present value long service awards liability - wholly unfunded 

Service Cost 

Interest Cost 

Actuarial Benefits paid 

Actuarial gains/(losses) 


(7,408,000) (6,355,000) 

( 953,000) (719,000) 

(592,000) (462,000) 

858,873 829,000 

(106,873) (701,000) 


As at 30 June 


(8,201,000) (7,408,000) 


Key assumptions used 


Financial Variables 

The two most important financial variables used in our valuation are the discount rate and salary inflation. We have 
assumed the following values for these variables: 


Financial Variable Assumed Value 30-06-2014 Assumed Value at 30-06-2013 


(Current Valuation) (Preceding Valuation) 


Discount Rate 

7.96% 

7.70% 

CPI (Consumer Price Inflation) 

6.33% 

Not available 

Normal Salary Increase Rate 

7.33% 

8.10% 

Net Effective Discount Rate 

0.59% 

-0.37% 


Discount Rate 

GRAP 25 defines the determination of the Discount rate assumption to be used as follows: 

“The discount rate that reflects the time value of money is best approximated by reference to market yields at the reporting 
date on government bonds. Where there is no deep market in government bonds with a sufficiently long maturity to match 
the estimated maturity of all the benefit payments, an entity uses current market rates of the appropriate term to discount 
shorter term payments, and estimates the discount rate for longer maturities by extrapolating current market rates along the 
yield curve.” 

‘Statement of Financial Position (herein referred to as the “balance sheet”). 

Our discount rate was therefore set as the yield of the R208 South African government bond as at the valuation date. The 
actual yield on the R208 bond was sourced from the RMB Global Markets website on the 30th of June 2014. 

Normal Salary Inflation Rate 

We have derived the underlying future rate of consumer price index inflation (CPI inflation) from the relationship between 
current conventional bond yields (R208) and current index-linked bond yields (R197). The actual yield on the R208 and 
R197 government bonds was sourced from the RMB Global Markets website. Our assumed rate of salary inflation was set 
as the assumed value of CPI plus 1%. The salaries used in the valuation include an assumed increase on 01 July 2014 of 
6.79%. The next salary increase was assumed to take place on 01 July 2015. 
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20. Provisions (continued) 

In addition to the normal salary inflation rate, we assumed the following promotional salary increases: 

Promotional Salary Increase Rates 

Age Band Promotional Increase 

20 - 24 5% 

25 - 29 4% 

30 - 34 3% 

35 - 39 2% 

40-44 1% 

45 and over 0% 

Average Retirement Age 

The average retirement age for all active employees was assumed to be 63 years. This assumption implicitly allows for ill- 
health and early retirements. 

Normal Retirement Age 

The normal retirement age (NRA) for all active employees was assumed to be 65 years. 

Mortality Rates 

Mortality before retirement has been based on the SA 85-90 mortality tables. These are the most commonly used tables in 
the industry. 

Withdrawal Decrements 


A table setting out the assumed rates of withdrawal from service is set out below: 


Age Band 

Withdrawal Rate Males 

Withdrawal F 

20-24 

16% 

24% 

25-29 

12% 

18% 

30 - 34 

10% 

15% 

35 - 39 

8% 

10% 

40-44 

6% 

6% 

45-49 

4% 

4% 

50 - 54 

2% 

2% 

55 - 59 

1% 

1% 

60 + 

0% 

0% 


2. Enviromental Rehabilitation (Landfill Sites) 

In terms of the Mineral and Petroleum Resources Development Act, 2002 (Act No 28 of 2002), it is required from the 
municipality to execute the environmental management program to restore the landfill sites at Ficksburg, Clocolan, 
Marquard and Senekal. Provision has been made for this cost based on actual cost calculations received from Consulting 
Engineers. The value of the provision is based on the expected future cost to rehabilitate the various sites. The cost of 
such property includes the initial estimate of the costs of rehabilitating the land and restoring the site on which it is located, 
the obligation for which a municipality incurs as a consequence of having used the property during a particular period for 
landfill purposes. The Municipality estimates the useful lives and makes assumptions as to the useful lives of these assets, 
which influence the provision for future costs. 

The following assumptions were used to calculate the provision: 

Total area expected to be rehabilitated: 353 000 square metres; 

Average rate per square metre: R31 escalating every year by 10%; 

Total area to be rehabilitated can be reconciled to the different sites as follows: 
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20. Provisions (continued) 

Ficksburg 

Senekal 

Marquard 

Clocolan 


98 000 
153 000 
41 000 
61 000 


Each of the landfil sites have a different lifespan for rehabilitation ranging from 5 years to 10 years and are best estimates 
provided for by the respective Manager waste management, parks and properties. 


Ficksburg 

Senekal 

Marquard 

Clocolan 


1 0 Years 
1 0 Years 
1 Years 
1 Years 
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21 . Employee benefit obligations 
Defined benefit plan 

The defined benefit plan, to which employees belong consists of the Free State Municipal Pension Fund, Free State Municipal 
Provident Fund, South African Local Authorities Pension Fund, South African Local Authorities Provident Fund, National Fund 
for Municipal Workers, Municipal Employees Pension Fund, South African Municipal Workers Union Provident Fund and the 
Municipal Councillors Pension Fund, governed by the Pension Fund Act of 1956 

The actuarial valuation determined that the retirement plan was in a sound financial position. 

The plan is a post employment medical benefit plan. 

Post retirement medical aid plan 
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21. Employee benefit obligations (continued) 

The Post Retirement Medical Plan is a defined benefit plan, of which the members are made up as follows: 


In-service (employee) members 

458 

483 

Continuation members (e.g: Retirees, widows, orphans) 

32 

35 

Total Members 

490 

518 


The Municipality’s current active employees and pensioners have the choice of participating in the following medical schemes: 

- LA Flealth Medical Scheme; 

- Bonitas Medical Scheme; 

- Hosmed Medical Scheme; 

- Samwumed Medical Scheme; and 

- KeyHealth Medical Scheme 

The amounts recognised in the statement of financial position are as follows: 


Carrying value 


Present value of the defined benefit obligation - wholly unfunded - 

Service Cost 

Interest Cost 

Actuarial Benefits paid 

Actuarial gains/(losses) 


(50,573,806) 

(2.854.000) 

(4.841.000) 
1,039,549 
16,044,451 


(39,186,000) 

(2,028,000) 

(3.707.000) 
960,000 

(6.612.000) 


As at 30 June 


(41,184,000) (50,573,806) 


Key assumpticns used 


Changes in valuaticn assumpticns as at the valuaticn dates: 


Financial Variable 

30-06-2014 Valuation 

30-06-2013 Valuation 

% Change 

Discount rate 

8.94% 

9.15% 

-2.3% 

Consumer price inflation 

7.05% 

6.10% 

15.6% 

Medical aid Inflation 

8.05% 

8.10% 

-0.6% 

Net effective discount rate 

0.82% 

0.97% 

-15.1% 


Discount Rate 

GRAP 25 defines the determinaticn cf the Disccunt Rate assumpticn tc be used as fcllcws: 

“The disccunt rate that reflects the time value cf mcney is best apprcximated by reference tc market yields at the repcrting date 
cn gcvernment bends. Where there is no deep market in government bonds with a sufficiently long maturity to match the 
estimated maturity of all the benefit payments, an entity uses current market rates of the appropriate term to discount shorter 
term payments, and estimates the discount rate for longer maturities by extrapolating current market rates along the yield 
curve.” 

’‘Statement of Financial Position (herein referred to as the “balance sheet”). 

Our discount rate was therefore set as the yield of the R209 South African government bond as at the valuation date. The 
actual yield on the R209 bond was sourced from the RMB Global Markets website on the 30th of June 2014. 

Medical Aid Inflation 

The medical aid inflation rate was set with reference to the past relationship between CPI and medical aid contribution rate 
Inflation. We have derived the underlying future rate of consumer price index inflation (CPI inflation) from the relationship 
between current conventional government bond yields (R209) and current index-linked bond yields (R202). 
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21. Employee benefit obligations (continued) 

South Africa has experienced high health care cost inflation in recent years. The annualised compound rates of increase for the 
last ten years show that registered medical aid schemes contribution inflation outstripped general CPI by almost 3% year on 
year. We do not consider these increases to be sustainable and have assumed that medical aid contribution increases would 
out-strip general inflation by 1% per annum over the foreseeable future. 

Since this is the first time that we have done the valuation we were not able to do an exact breakdown of the actuarial gain 
shown above. Flowever, the main reasons for the actuarial loss can be attributed to the following factors: 

1 . Changes in economic variables - Over the past year interest rates, bond yields and inflation figures changed significantly. 
These changes caused the net effective discount rate to reduce by 15.1% (from 0.97% to 0.82%). This resulted in an overall 
increase in the liability of around R 2 900 000. 

2. Subsidy cap increase rate - Over the past financial year the maximum subsidy cap increased by only 1 .7% from R3557 to 
R3618. This was lower than the assumed salary inflation (which was set equal to medical inflation) in the previous valuation. 
Over the past 3 years SALGA have consistently kept the increase percentages below CPI and hence we have decided to 
update our maximum subsidy increase assumption to 50% of CPI. In the preceding valuation an increase rate equal to medical 
aid inflation (8.05% in 2013). The change in assumption caused the overall liability to reduce by around R13 300 000. 

3. Withdrawal assumption - The withdrawal assumption was updated to be less conservative which resulted in the liability to 
reduce by approximately R720 000. 

4. Membership and other smaller assumption changes - Over the past year the number of members reduced by 28 from 518 in 
2013 to 490 in 2014. The membership changes as well as smaller assumption changes resulted in the liability to reduce by 
approximately R4 900 000. 

The primary purpose of this valuation is to enable the Municipality to comply with the requirements of GRAP 25. The liability 
amounts are calculated in accordance with GRAP 25 and the related actuarial practice guidance note (APN 301) of the 
Actuarial Society of South Africa and can therefore be used in the compilation of the Annual Financial Statements of the 
Municipality. The report is avilable for inspection at the Municipality. 


Calculation of actuarial gains and losses 

Actuarial (gains) losses - Plan assets (16,044,451) (6,612,000) 


22. Retirement Benefit Information 

The municipality provides retirement benefits for its employees and councillors. Benefits are provided via defined 
contribution plans and defined benefit plans as listed below. 

Defined contribution plans 

The following are defined contribution plans: 

Free State Municipal Provident Fund 

South African Local Authorities Provident Fund 

National Fund for Municipal Workers 

Municipal Employees Pension Fund 

South African Municipal Workers Union Provident Fund 

Municipal Councillors Pension Fund. 

The following are defined benefit plans 

Free State Municipal Pension Fund 
South African Local Authorities Pension Fund 
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22. Retirement Benefit Information (continued) 

These are not treated as a defined benefit plan as defined by IAS 19, but as a defined contribution plan. These funds are 
multi employer plans and actuarial valuations done by actuaries could not be provided due to lack of information. According 
to the actuaries, it is not possible to report each municipality separately, thus it has been classified as a contribution plan. 
This is in line with the exemption in IAS 19, paragraph 30, which states that where information required for a defined benefit 
plan is not available in respect of multi employer and state plans, these should be accounted for as defined contribution 
plans. 

Some employees belong to the SALA Pension Fund. The latest actuarial valuation of the funds was on 1 July 2010. These 
valuations indicate that the funds are in sound financial position. The estimated liabilities of the fund is R 7 418 million 
(2009: R 6 568 million) which is adequately financed by assets of R 7 110 million (2009: R 6 304 million). 

The actuarial valuations states that the fund is currently 96% funded by employer contributions. If the current employer 
contribution rate is maintained the fund is expected to be close to 100% funded at the next statutory valuation. 

A few employees belong to the Free State Municipal Pension Fund. The latest actuarial valuations of the fund was on 30 
June 2005. These valuations indicate that the fund is in a sound financial position. The estimated liabilities of the fund is R1 
308 million which is adequately financed by assets of R 1 531 million. 

23. Service charges 


Sale of electricity 

53,965,354 

53,457,490 

Sale of water 

24,678,522 

20,536,078 

Sewerage and sanitation charges 

14,496,880 

12,623,030 

Refuse removal 

17,050,976 

14,921,965 

Other service charges 

154,102 

191,770 


110,345,834 

101,730,333 

24. Rental of facilities and equipment 

Rental of facilities 

701,364 

88,315 

25. Other income 

Sundry income 

316,039 

3,336,736 

Skills Development Claims 

343,488 

699,919 

Commission: Eskom 

- 

267,798 

Cemetery Fees 

267,655 

238,656 

Commission 

425,267 

224,878 

Post Retirement Medical Actuarial Gain 

16,044,451 

- 

26. Interest and Dividends received - investment 

17,396,900 

4,767,987 

Dividend revenue 

Unlisted financial assets - Local 

29,974 

28,114 

Interest revenue 

Interest earned on cash and bank 

2,902,981 

2,311,523 

Interest charged on trade and other receivables 

19,388,904 

28,483,501 


22,291,885 

30,795,024 


22,321,859 

30,823,138 
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27. Property rates 
Rates received 


Residential 

15,349,754 

15,063,709 

State 

18,156,835 

18,189,912 

Less: Income forgone 

(65,129) 

(59,107) 


33,441,460 33,194,514 


Income forgone consists of the 5% discount allowed if property rates are paid in advance. 



Valuations 

Residential 

1,691,409,551 

1,698,984,551 

Commercial 

311,861,254 

309,011,254 

State 

185,233,500 

185,228,500 

Municipal 

74,050,100 

72,100,200 

Small holdings and farms 

1,102,352,000 

1,101,498,000 

Churches 

35,049,100 

33,848,000 


3,399,955,505 

3,400,670,505 


Valuations on land and buildings are performed every 5 years. The last general valuation came into effect on 1 July 2009. 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 

A general rate of R0.1 (2013: R0.1) is applied to property valuations to determine assessment rates. Rebates of 93,3% 
(2013: 93,9%) are granted to residential, commercial and small holdings and farm property owners. 

Rates are levied on an annual basis with equal payments over twelve months. Interest at prime plus 1% per annum is levied 
on outstanding rates. 

The new general valuation will be implemented on 1 July 2014. 
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28. Government grants and subsidies 



Operating grants 



Equitable share 

165,019,000 

165,468,000 

EPWP Grant 

1,750,000 

1,090,000 

Municipal Systems Improvement Grant (MSIG) 

890,000 

800,000 

Financial Management Grant (FMG) 

1,550,000 

1,500,000 

Department of Water Affairs Grant 

15,664,605 

13,857,635 

COGTA Grant 

7,474,162 

3,441,200 


192,347,767 

186,156,835 

Capital grants 



MIG Grant 

78,600,659 

87,216,559 


78,600,659 

87,216,559 


270,948,426 

273,373,394 


Conditional and Unconditional 

Included in above are the following grants and subsidies received: 


Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 

All registered indigents receive a monthly subsidy of R 248 (2013: R 263), which is funded from the grant. 

MIG Grant 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 

6,087,659 


6,087,659 16,925,218 

72,513,000 76,379,000 

(78,600,659) (87,216,559) 


Conditions still to be met - remain liabilities (see note 19). 

In terms of the MFMA Circular No. 48, all conditional allocations (excluding interest earned thereon) that at year-end are not 
utilised must revert back to National Revenue Fund unless the relevant receiving officer can prove to the satisfaction of the 
National Treasury that the unspent allocation is committed to identifiable projects. The entity reports at year-end all unspent 
conditional grants were committed to identifiable projects. 

The grant is used to supplement municipal capital budgets to eradicate backlogs in municipal infrastructure utilised in 
providing basic services for the benefit of poor households. The grants was used to construct roads and sewerage 
infrastructure as part of the upgrading of informal settlement areas. 

DBSA Grant 

This grant was used to compile masterplans for Roads and Stormwater, Electricity Network, Water network and Sewer 
Network. 

EPWP Grant 


1,750,000 1,090,000 

(1,750,000) (1,090,000) 


Current-year receipts 

Conditions met - transferred to revenue 
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28. Government grants and subsidies (continued) 

This grant is used in respect of job creation projects and programmes. 

Municipal Systems Improvement Grant (MSIG) 

Current-year receipts 890,000 800,000 

Conditions met - transferred to revenue (890,000) (800,000) 


The purpose of the grant is to assist municipalities in building in-house capacity to perform their functions and stabilise 
institutional and governance systems as required in the Local Government and the Municipal Systems Act. 

Financial Management Grant (FMG) 

Current-year receipts 1,550,000 1,500,000 

Conditions met - transferred to revenue (1 ,550,000) (1 ,500,000) 


The purpose of the grant is to promote and support reforms to financial management and the implementation of the MFMA. 

Department of Water Affairs Grant 

Current-year receipts 15,664,606 13,857,635 

Conditions met - transferred to revenue (15,664,606) (13,857,635) 


This grant was used to adress water loss control and assisting with water shortages in Clocolan, Marquard and Senekal 
during drought period. 

COGTA Grant 

Current-year receipts 
Conditions met - transferred to revenue 
Contribution towards Municipal Manager Salary 

3,320,809 


10,794,970 3,441,200 

(6,974,161) (2,941,200) 

(500,000) (500,000) 


Conditions still to be met - remain liabilities (see note 19). 

Province give a grant to improve infrustructure during the year (PIG). 

COGTA also contributes R500 000 per year towards the Municipal Manager's salary. 

National Lottery 

Current-year receipts 1 ,000,000 

Conditions still to be met - remain liabilities (see note 19). 

National Lottery gave this grant for the upgrading of the Flennie De Wet Stadium. 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, (Act 10 of 2014), no significant changes in the level of 
government grant funding are expected over the forthcoming 3 financial years. 
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29. Revenue 



Service charges 

110,345,834 

101,730,333 

Rental of facilities and equipment 

701,364 

88,315 

Licences and permits 

21,064 

7,849 

Sale of land 

281,573 

27,033 

Insurance Claims 

28,236 

- 

Other income 

17,396,900 

4,767,987 

Interest received - investment 

22,291,885 

30,795,024 

Dividends received 

29,974 

28,114 

Property rates 

33,441,460 

33,194,514 

Government grants & subsidies 

270,948,426 

273,373,394 

Fines 

1,428,150 

1,643,313 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

456,914,866 

445,655,876 

Service charges 

110,345,834 

101,730,333 

Rental of facilities and equipment 

701,364 

88,315 

Licences and permits 

21,064 

7,849 

Sale of land 

281,573 

27,033 

Insurance claims 

28,236 

- 

Other income 

17,396,900 

4,767,987 

Interest received - investment 

22,291,885 

30,795,024 

Dividends received 

29,974 

28,114 

The amount included in revenue arising from non-exchange transactions 
is as follows: 

Taxation revenue 

151,096,830 

137,444,655 

Property rates 

Transfer revenue 

33,441,460 

33,194,514 

Government grants & subsidies 

270,948,426 

273,373,394 

Fines 

1,428,150 

1,643,313 


305,818,036 

308,211,221 
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30. Employee related costs 


Basic 

80,736,291 

74,520,019 

Medical aid - company contributions 

14,002,137 

18,007,264 

UIF 

860,117 

760,517 

SDL 

1,060,948 

956,583 

Leave pay provision charge 

203,778 

5,324,480 

Other short term costs 

829,639 

531,299 

Defined contribution plans 

13,694,352 

11,484,412 

Travel, motorcar, accommodation, subsistence and other allowances 

7,360,105 

6,098,075 

Overtime payments 

6,138,564 

5,039,104 

Long-service awards 

1,651,874 

1,881,999 

Acting allowances 

629,577 

640,812 

Flousing benefits and allowances 

342,641 

311,160 

Floliday Bonus 

5,738,398 

4,838,110 

Casual wages 

- 

28,369 

Allowance - Telephone 

25,200 

12,600 

Industrial Council Levies 

54,535 

48,156 

Telephone Allowance 

286,956 

234,300 


133,615,112 

130,717,259 

Remuneration of Municipal Manager - Mr STR Ramakarane 

Annual Remuneration 

1,281,205 

1,193,090 

Contributions to UIF, Medical and Pension Funds 

15,815 

1,713 

Travel, motorcar, accomodation, subsistance and other allowances 

303,810 

271,156 

Other 

106,698 

84,665 


1,707,528 

1,550,624 


COGTA finaced an annual amount of R500,000.00 towards the salary of the Municipal Manager. Please refer to note 28 


Remuneration of Chief Finance Officer - Mr GT Banda 


Annual Remuneration 

881,759 

483,875 

Contributions to UIF, Medical and Pension Funds 

10,602 

744 

Travel, motorcar, accomodation, subsistance and other allowances 

3,885 

2,990 

ether 

27,492 

29,669 


923,738 

517,278 

Mr GT Banda was appointed on 1 December 2012. 



Remuneration of Chief Finance Officer (Acting) - Mr N van Tender 



Travel, motorcar, accomodation, subsistance and other allowances 

39,070 

113,568 

Mr van Tender was acting CFO for the months of April And May 2014 while Mr Banda was 

on sick leave. 


Remuneration of Corporate Services Director - Mr T Masejane 



Annual Remuneration 

761,214 

718,350 

Contributions to UIF, Medical and Pension Funds 

9,089 

147,598 

Travel, motorcar, accomodation, subsistance and other allowances 

142,292 

112,070 

Other 

41,880 

15,711 


954,475 

993,729 
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30. Employee related costs (continued) 


Remuneration of Community and Economic Services Director - Mr M Nteli 


Annual Remuneration 761,214 718,350 

Contributions to DIF, Medical and Pension Funds 8,956 138,492 

Travel, motorcar, accomodation, subsistance and other allowances 130,261 114,785 

Other 69,545 57,782 

969,976 1,029,409 


Remuneration of Technical Services Director (Acting) - Mrs TF Zondi 

Travel, motor car, accomodation, subsistance and other allowances 98,308 55,793 


Mrs TF Zondi was appointed as acting Director on 1 March 2013. She was permanently appointed to the position from 1 
December 2013. 

Remuneration of Technical Services Director - Mrs TF Zondi 


Annual Remuneration 417,160 

Contributions to DIF, Medical and Pension Funds 5,794 

Travel, motor car, accomodation, subsistance and other allowances 135,827 

Other 12,645 


571,426 


Mrs TF Zondi was appointed as acting Director on 1 March 2013. She was permanently appointed to the position from 1 
December 2013. 

Remuneration of Technical Services Director - Mr LWR Mocheko 

Annual Remuneration - 207,375 

Contributions to DIF, Medical and Pension Funds - 6,917 

^ 214,292 


Mr LWR Mocheko was appointed on 1 December 2012 and resigned on 28 February 2013. 

Remuneration for Technical Services Director (Acting) - Mr MA Mokhethoa 

Travel, motor car, accomodation, subsistance and other allowances 45,740 


Mr MA Mokhethoa was appointed as acting Director from April 2014 to June 2014 while Mrs TF Zondi was on maternity 
leave. 

31 . Remuneration of councillors 

Mayor 
Speaker 
Councillors 

Executive Committee Members 

9,405,022 8,520,413 


720,981 676,901 

580,798 542,055 

6,231,606 5,600,341 

1,871,637 1,701,116 
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32. Administrative expenditure 

The Mayor and Speaker are appointed on a full-time basis. Each is provided with an office and secretarial support at the 
cost of the Council. 

The Mayor has use of a Council owned vehicle for official duties. 

33. Depreciation and amortisation 

Property, plant and equipment 

34. Impairment of assets 

Impairments 

263,680,280 

213,060,623 

Impairment Fines Debtors 

During the period ending 30 June 2014 the Setsoto Local Municipality changed 
its accounting policy, whereby traffic offence income included under fines, is 
now recognised on an accrual basis rather than on the cash basis. 

The reason for the change in accounting policy is as a result of an accounting 
guideline issued by National Treasury, which will have an impact on the 
application of GRAP 23 in the 2013 financial year. 

The change in accounting policy will result in a fair presentation of financial 
information. 

The comparative amounts were restated accordingly. 

1,052,928 

879,761 

35. Finance costs 

Bank 

42,611 

91,135 

Current borrowings 

998,443 

1,174,237 


1,041,054 

1,265,372 

36. Debt impairment 

Contributions to debt impairment provision 

57,167,595 

70,597,892 

37. Bulk purchases 

Electricity 

52,561,888 

48,436,867 

38. Contracted services 

Specialist Services 

39. Grants and subsidies paid 

Other subsidies 

7,259,404 

5,653,064 

Distutional help 

3,876,829 

8,178,319 
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40. Loss on disposal of assets 



Heading 

Loss on disposal of assets 

During the current year the Municipality disposed of old and redundant asset. 

5,670,141 

159,741 

41. General expenses 

Advertising 

1,259,421 

1,045,949 

Analysis 

132,041 

147,582 

Auditors remuneration 

30,878 

64,808 

Bank charges 

310,407 

240,555 

Billing charges 

57,747 

64,870 

Casualty insurance 

830,492 

25,525 

Chemicals 

5,459,004 

2,937,842 

Cleaning 

207,650 

203,327 

Computer expenses 

263,891 

281,612 

Conferences and delegations 

33,100 

36,024 

Consulting and professional fees 

841,611 

2,085,805 

Consumables 

10,458 

65,458 

Departmental consumption 

940,318 

263,114 

Disaster management 

5,871 

2,527 

Donations 

78,181 

7,516 

Entertainment 

385,531 

290,842 

Pauper funerals 

3,800 

- 

Manuring and weed control 

1,067 

4,547 

Fuel and oil 

3,914,451 

3,476,328 

IDP establisment 

1,474,380 

139,144 

Industrial Council Levies 

1,301 

- 

Insurance 

12,357,030 

8,777,456 

Lease rentals on operating lease 

8,512,523 

6,663,711 

Levies paid 

21,929 

86 

License Fees 

1,665,057 

1,472,414 

Other expenses 

3,801,329 

708,027 

Postage and courier 

1,082,743 

1,109,879 

Printing and stationery 

2,183,662 

1,728,900 

Protective clothing 

964,232 

423,160 

Publicity 

567,948 

316,618 

Security (Guarding of municipal property) 

221,283 

497,640 

Skills development levy 

1,007,564 

674,421 

Streetlight electricity consumption 

1,451,712 

975,524 

Subscriptions and membership fees 

17,156 

- 

Telephone and fax 

1,542,616 

836,386 

Tourism development 

- 

10,360 

Town planning 

231,615 

- 

Training 

2,691,403 

1,056,776 

Travel and subsistance 

2,619,366 

2,059,136 

Valuation costs 

1,228,070 

175,439 

Ward committee expenses 

1,025,386 

997,997 

Youth expenditure 

432,727 

59,866,951 

514,333 

40,381,638 
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42. Cash generated from operations 



Deficit 

(159,041,532) 

(114,290,080) 

Adjustments for: 



Depreciation and amortisation 

263,680,280 

213,060,623 

Gain on sale of assets and liabilities 

5,670,141 

159,741 

Impairment deficit 

1,052,928 

879,761 

Debt impairment 

57,167,595 

70,597,892 

Movements in retirement benefit assets and liabilities 

(9,389,001) 

11,387,806 

Movements in provisions 

7,307,734 

923,706 

Inventories 

- 

24,837 

Corrections effecting previous years 

1,693 

1,483,885 

Investment property taken into account 

- 

2,945,096 

Changes in working capital: 



Inventories 

(24,485) 

(40,651) 

Consumer debtors 

(64,872,374) 

(53,518,617) 

Other receivables from non-exchange transactions 

(5,202,431) 

(10,384,598) 

Trade Payables and other payables from exchange transactions 

(6,998,064) 

(1,805,706) 

VAT 

(15,217,997) 

1,009,737 

Taxes and transfers payable (non exchange) 

20,368,492 

(5,190,923) 

Unspent conditional grants and receipts 

(1,766,850) 

(10,837,559) 

Consumer deposits 

40,970 

73,256 


92,777,099 

106,478,206 

43. Capital commitments 



Commitments in respect of capital expenditure 



Approved and contracted for 



• Infrastructure 

5,893,562 

89,442,898 

• Community 

19,395,674 

36,169,859 

• Other financial assets 

5,354,150 

736,706 


30,643,386 

126,349,463 

Not yet contracted for and authorised by accounting officer 



• Infrastructure 

45,093,220 

13,561,372 

• Community 

1,865,631 

16,786,966 


46,958,851 

30,348,338 

This expenditure will be financed from: 



Government grants 

77,602,237 

156,697,801 
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44. Related parties 

Related party transactions 

Purchases from (sales to) related parties 

E R B Marketing (Website design and maintenance) 180,000 180,000 

Cemomo Trading (Transportation of water) 144,281 879,541 

Baseline Securities (Security Services) 38,960 

The IT Specialist have close family relations with the management of ERB Marketing that maintains the web site of council. 

The secretary of the Technical Director has close familiy relations with the director of Cemomo General Trading wich was 
appointed to transport water for the Municipality. 

The owner of Baseline Securities have close family relations with the expenditure accountant. 

Key management and Councillors 

No transactions took place between the entity and key management personnel or their close family members during the 
reporting period. 

Details relating to remuneration are disclosed in note 30 for key management and note 31 for Councillors. 

Setsoto Integrated Dairy 

Setsoto Integrated Dairy is a related party to the Municipality. During the current financial year there were no finacial 
transactions between the Municipality and the entity. 


45. Comparative figures 

Certain comparative figures have been reclassified. 
The effects of the reclassification are as follows: 


Receivables from non-exchange transactions - 2,548,048 

Fleritage assets - 2,484,154 

Accumulated surplus - (10,372,462) 

Statement of Financial Performance 

Fines - (1,173,015) 

Employee related costs - 2,569,004 

Remuneration of councillors - (2,561,304) 

Depreciation and amortisation - (414,026) 

Impairment loss/ Reversal of impairments - (879,761) 

Collection costs - 2,115,546 

Repairs and maintenance - (1,628,975) 

Contracted services - 5,653,064 

Grants and subsidies paid - 45,713 

Loss on disposal of assets - 159,741 

General Expenses - (6,352,789) 


This reclassification was done as a result of remapping of certian amounts in terms of the previous years audit. 
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46. Unauthorised expenditure 




Opening balance 


154,181,493 

172,646,810 

Unauthorised expenditure - current year 


147,032,593 

154,181,494 

Irrecoverable and written off by the council 


(154,181,493) 

(172,646,811) 



147,032,593 

154,181,493 

Details of unautorised expenditure 

Overspending of expenditure votes, 
mainly contributed by depreciation on 
revalued assets. 

- 

146,921,244 

154,160,646 

Urgent repairs and maintenance at water 
works. 

- 

30,890 

- 

Urgent security needed to protect 
councils assets 

“ 

80,459 

“ 

- 

- 

147,032,593 

154,160,646 

47. Fruitless and wasteful expenditure 




Opening balance 


- 

15,619,006 

Fruitless and wasteful expenditure - current year 


32,357 

- 

Irrecoverable and written off by the council 


(22,737) 

(15,619,006) 



9,620 

- 

Details of fruitless and wasteful 
expenditure 

Payments made on interest and penalties 


32,357 


48. Irregular expenditure 




Opening balance 


115,554,516 

72,203,169 

Add: Irregular Expenditure - current year 


74,744,136 

131,973,342 

Irrecoverable and written off by the council (Condoned) 


(126,871,640) 

(88,432,807) 

Amounts recouped from councillors 


(116,066) 

(189,188) 



63,310,946 

115,554,516 

Details of irregular expenditure - current year 




Details of irregular expenditure 

Intervention from Cogta/DWA during water crisis in Marquand and 

Ficksburg. Due to urgency only one quote received, thus the deviation from 
SOM policy. 


- 

9,174,276 

Expenditure item identified where the SOM process and procedures were 
not followed. 


11,931,459 

14,334,423 

Shortcommings on SOM processes idintified during the audit 


62,812,677 

108,464,643 



74,744,136 

131,973,342 

49. Auditors' remuneration 




Audit and Performance Audit Committee 


270,308 

64,808 
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50. Additional disclosure in terms of Municipal Finance Management Act 



Contributions to organised local government 

Opening balance 

(822,352) 

- 

Current year subscription / fee 

1,108,530 

756,116 

Amount paid - current year 

(1,242,468) 

(1,578,468) 


(956,290) (822,352) 


The amount of R956,290 is in respect of the 2014/2015 subscription and was paid in April 2014. Refer to note 6. 


Reticulation losses 

Estimated electricity losses suffered by the municipality for the year under review are as follows: 

Estimated electricity losses included distribution to townships with unmetered electricity. 


Estimated losses 

Estimated water losses suffered by the municipality for the year under review is as follows: 

Estimated water losses included distribution to townships with unmetered water. 

Water 

21,690,046 

16,856,545 

Estimated reticulation water losses 

8,679,798 

10,753,491 

To townships not metered 

4,272,661 

12,952,459 

5,498,262 

16,251,753 

Audit fees 

Current year subscription / fee 

4,974,717 

4,194,519 

Amount paid - current year 

(4,822,833) 

(4,194,519) 

Amount paid - previous years 

(151,884) 


PAYE and UIF 

Current year subscription / fee 

12,640,930 

11,306,871 

Amount paid - current year 

(12,640,930) 

(11,306,871) 

Pension and Medical Aid Deductions 

Current year subscription / fee 

33,334,828 

26,183,209 

Amount paid - current year 

(33,334,828) 

(26,183,209) 

Skills Development Levy 

Current year subscription / fee 

1,143,696 

1,043,565 

Amount paid - current year 

(1,143,696) 

(1,043,565) 
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50. Additional disclosure in terms of Municipal Finance Management Act (continued) 

VAT 

VAT receivable 55,371,821 40,153,824 

VAT output payables and VAT input receivables are shown in note 7 and 17. 

All VAT returns have been submitted by the due date throughout the year. 
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50. Additional disclosure in terms of Municipal Finance Management Act (continued) 



Councillors' arrear consumer accounts 




The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2014: 


30 June 2014 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor MWT Mabeleng 

819 

816 

1,635 

Councillor RV Mohala 

651 

6,850 

7,501 

Councillor MP Thamae 

646 

4,519 

5,165 

Councillor TJ Tsolo 

967 

2,080 

3,047 

Councillor PI Mavaleliso 

665 

3,410 

4,075 

Councillor MJ Raboroko 

631 

7,815 

8,446 

Councillor KE Koalane 

741 

6,822 

7,563 

Councillor MM Rasunyane 

497 

2,090 

2,587 

Councillor TM Muso 

640 

150 

790 

Councillor MP Mohlomi 

1,993 

1,906 

3,899 

Councillor KS Mokhuoane 

1,427 

9,366 

10,793 

Councillor TB Jakobo 

7,494 

5,168 

12,662 


17,171 

50,992 

68,163 

30 June 2013 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor MA Mahlangu 

434 

811 

1,245 

Councillor PI Mavaleliso 

642 

4,399 

5,041 

Councillor MP Thamae 

1,059 

7,364 

8,423 

Councillor ML Mthimkulu 

365 

2,004 

2,369 

Councillor MD Malebo 

471 

4,280 

4,751 

Councillor KS Mokhuoane 

331 

406 

737 

Councillor TJ Tsolo 

495 

847 

1,342 

Councillor TM Muso 

541 

1,258 

1,799 

Councillor MC Nakasi 

294 

303 

597 


4,632 

21,672 

26,304 

During the year the following Councillors’ had arrear accounts outstanding for more than 90 days. 


30 June 2014 


Flighest 

Aging 



outstanding 

(in days) 



amount 


Councillor MWT Mabeleng 


3,542 

383 

Councillor RV Mohala 


7,502 

949 

Councillor MP Thamae 


7,641 

886 

Councillor TJ Tsolo 


3,047 

288 

Councillor PI Mavaleliso 


5,376 

604 

Councillor MJ Raboroko 


8,446 

1,098 

Councillor KE Koalane 


7,563 

951 

Councillor MM Rasunyane 


3,707 

672 

Councillor TM Muso 


2,079 

289 

Councillor MP Mohlomi 


3,899 

582 

Councillor KS Mokhuoane 


10,793 

699 

Councillor TB Jakobo 


14,102 

169 



77,697 

7,570 
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50. Additional disclosure in terms of Municipal Finance Management Act (continued) 

30 June 2013 

Flighest 

Aging 


outstanding 

(in days) 

Councillor MA Mahlangu 

amount 

1,245 

206 

Councillor PI Mavaleliso 

5,041 

605 

Councillor MP Thamae 

8,422 

1,513 

Councillor ML Mthimkulu 

2,369 

2,531 

Councillor MD Malebo 

4,751 

549 

Councillor KS Mokhuoane 

737 

123 

Councillor TJ Tsolo 

1,342 

148 

Councillor TM Muso 

1,799 

284 

Councillor MC Nakasi 

597 

106 


26,303 

6,065 


51 . Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain management 
policy must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided that he records the reasons for any deviations and reports them to the next meeting of the 
accounting officer and includes a note to the financial statements. 

Various goods and services were procured during the financial year under review and the process followed in procuring 
those goods deviated from the normal procurement processes as required by paragraph 12(1) of the same gazette. The 
reasons for these deviations were documented and reported to the accounting officer who considered them and 
subsequently approved the deviation from the normal supply chain management regulations. These deviations were 
recorded and reported to the meeting of Council. 

52. In-kind donations and assistance 

The Municipality did not receive any in-kind donations and assistance during the financial year. 

53. Events after the reporting date 

There are no significant matters to report after reporting date. 

54. Risk management 
Financial risk management 

The municipality’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest 
rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. 

The municipality’s overall risk management program focuses on the unpredictability of financial markets and seeks to 
minimise potential adverse effects on the municipality’s financial performance. The municipality uses derivative financial 
instruments to hedge certain risk exposures. Risk management is carried out by a risk management unit under Municipal 
Manager Department and policies are approve by Council. Municipality treasury identifies, evaluates and hedges financial 
risks in close co-operation with the municipality’s operating units. The accounting officer provides written principles for 
overall risk management, as well as written policies covering specific areas, such as foreign exchange risk, interest rate 
risk, credit risk, use of derivative financial instruments and non-derivative financial instruments, and investment of excess 
liquidity. 
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54. Risk management (continued) 

Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The municipality manages 
liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

The table below analyses the municipality’s financial liabilities into relevant maturity groupings based on the remaining 
period at the to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash 
flows. Balances due within 1 2 months equal their carrying balances as the impact of discounting is not significant. 

Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash with 
major banks with high quality credit standing and limits exposure to any one counter-party. 

With the exception of trade receivables, the economic entityonly transacts with entities that are rated the equivalent of 
investment grade and above. This information is supplied by independent rating agencies where available and, if not 
available, the economic entity uses other publicly available financial information and its own trading records to rate its major 
customers. 

The economic entity's exposure and the credit ratings of its counterparties are continuously monitored and the aggregate 
value of transactions concluded is spread amongst approved counterparties. Credit exposure is controlled by counterparty 
limits that are reviewed and approved by the risk management committee annually. 

Potential concentrations of credit rate risk consist mainly of investments, trade receivables, other receivables, short-term 
investment deposits and cash and cash equivalents 

The credit exposure to any single counterparty is managed by setting transaction or exposure limits, which are included in 
the economic entity's Investment Policy. 

Trade receivables comprise of a large number of ratepayers, dispersed across different industries and geographical areas. 
Ongoing credit evaluations are performed on the financial condition of these customers. 

Trade receivables are presented net of an allowance for impairment and where appropriate, credit limits are adjusted. 

In the case of customers whose accounts become in arrears, it is endeavoured to collect such accounts by levying penalty 
charges, issuing demands for payment, restricting service and handing customers over for collection, whichever procedure 
is applicable in terms of Council's Credit Control and Debt Collection Policy. 

No credit limits were exceeded during the reporting period, and management does not expect any deficits from non- 
performance by these counterparties. 

Financial assets exposed to credit risk at year end were as follows: 

Market risk 
Interest rate risk 

The municipality’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the 
municipality to cash flow interest rate risk. Borrowings issued at fixed rates expose the municipality to fair value interest rate 
risk. Municipality policy is to maintain approximately 60% of its borrowings in fixed rate instruments. During 2014 and 2013, 
the municipality’s borrowings at variable rate were denominated in the Rand. 
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55. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of 
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 

The municipality is currently experiencing financial difficulties. Indicators of the financial problems are: 

- The significant decrease in accounts payable of R 6,998,064 (2013: R 1,805,706; 

- The municipality incurred a deficit of R 159,041,532 during the year (2013: deficit R 114,290,080); 

- The creditors are not paid within 30 days as required by the MFMA; 

- Debt collection period has not improved during the current year; 

- The gross outstanding debtors increased from R 21 1,71 1,170 in 2013 to R 260,092,967 as at 30 June 2014; 

- The provision for doubtful debts have been estimated at R (192,724,645) (2013: R (152,047,627)). This equates 
to approximately 74% of gross outstanding debtors (2013: 72%). 

- At 30 June 2014 the municipality's current liabilities amounted to R 80,284,576 (2013: R 70,257,813), whilst the 
current assets amounted to R 151,638,859 (2013: R 129,202,577).. 

We draw attention to the fact that at 30 June 2014, the municipality had accumulated surplus of R 3,503,922,413 and that 
the municipality's total assets exceed its liabilities by R 3,503,922,413. 

Previously disadvantaged areas are charged a basic tariff on water as opposed to the consumption tariff, thus resulting in a 
possible loss of income for the municipality. The above challenges did not impair the municipality to deliver services to the 
community as mandated by the Constitution of the Republic of South Africa. 

The municipality shall therefore continue to honour its financial obligations and strive to maintain its assets, and will 
therefore continue to exist within the foreseable future, as a going concern. 

The municipality is also exploring alternative options to improve it's financial position. 

56. Prior period errors 

Fines 

During the period ending 30 June2014 the Setsoto Local Municipality changed its accounting policy, whereby traffic offence 
income included under fines, is now recognised on an accrual basis rather than on the cash basis 

The reason for the change in accounting policy is as a result of an accounting guideline issued by National T reasury, which 
will have an impact on the application of GRAP 23 in the 2013 financial year. 

The change in accounting policy will result in a fair presentation of financial information. 

The comparative amounts were restated accordingly. 


The correction of the error(s) results in adjustments as follows: 


Receivables from non-exchange transactions 


293,254 


Statement of Financial Performance 

Fines (income) 

Impairment fines (Expense) 


(1,173,015) 

879,761 
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56. Prior period errors (continued) 

Depreciation on Heritage Assets 

Contrary to paragraph .49 of GRAP the heritage asset were depreciated during the previous year. These were corrected 
during the current year. 

The correction of the error(s) results in adjustments as follows: 


Accumulated Depreciation Fleritage Assets 
Accumulated Surplus 


3,832,293 

3,418,267 


Statement of Financial Performance 

Depreciation expense - (414,026) 


Various corrections 


During the year various corrections were done against the Accumulated Surplus account and various other accounts. 
Details is available from the Municipality. 

The correction of the error(s) results in adjustments as follows: 


Receivables from non-exchange - 1,963,879 

Investment property restated - 2,945,096 

Trade payables - (350,659) 

Trade payable - unknown deposits - (81,931) 

Receivables from non-exchange - Eskom deposits - 584,169 

Accumulated Surplus - (5,060,554) 


Irreguiar expenditure 


During the current year management disclosed the previous year irregular expenditures identified during the prior audit. 
The correction of the error(s) results in adjustments as follows: 


Irregular Expenditure 


108,464,643 


Heritage Assets 


During the current year it was discovered that the asset register for Fleritage Assets does not agree to the general ledger. 
The correction of the error(s) results in adjustments as follows: 
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56. Prior period errors (continued) 


Statement of financial position 

Accumulated Surplus 

1,348,139 

Fleritage Assets 

57. Contingencies 

(1,348,139) 


Contingent Liabilities - Pending claims 

Damange to property - register available at Municipality 

982,611 

7,064,664 

Costs to defend these cases 

574,668 

- 

Arbitration awards were made to employees after their dismissal from the 

256,253 

- 

municipality. The employees were found to have been unfairly dismissed on 

27 July 2014 and even though the municipality has issued an appeal with 
the labour court there might be a contingent liability 

1,813,532 

7,064,664 


58. Operating lease 

All operating lease contracts have expired and therefore the Municipality had no obligation in terms of operating leases. 

59. Changes in accounting policy 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice 
on a basis consistent with the prior year except for the adoption of the following new or revised standards.: 

• GRAP 25 Employee Benefits. 

• Fines 

Employee Benefits (GRAP 25) 

During the year, the municipality changed its accounting policy with respect to the treatment of Employee Benefits. In order 
to conform with the benchmark treatment in of GRAP25. The change in accounting policy had no material impact on the 
municipality's annual financial statements. 

Fines 

During the period ending 30 June 2014 the Setsoto Local Municipality changed its accounting policy, whereby traffic 
offence income included under fines, is now recognised on an accrual basis rather than on the cash basis. 

The reason for the change in accounting policy is as a result of an accounting guideline issued by National T reasury, which 
will have an impact on the application of GRAP 23 in the 2013 financial year. The change in accounting policy will result in a 
fair presentation of financial information. 

The comparative amounts were restated accordingly. 
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Schedule of external loans as at 30 June 2014 


Loan 

Redeemable Balance at 

Received 

Redeemed 

Balance at 

Carrying 

Other Costs 

Number 

30 June 

during the 

written off 

30 June 

Value of 

in 


2013 

period 

during the 

2014 

Property, 

accordance 




period 


Plant & 

with the 






Equip 

MFMA 


Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Development Bank of South 
Africa 


DBSA Loan @ 17% 

13457 

30/06/2020 

1,763,912 

- 

147,880 

1,616,032 

- 

289,760 

DBSA Loan @11% 

101389 

31/12/2024 

5,959,039 

- 

271,920 

5,687,119 

- 

669,801 




7,722,951 

- 

419,800 

7,303,151 

- 

959,561 

Lease liability 









Bankfin @12.44% 

78404049 

30/04/2014 

703,212 

- 

703,212 

- 

- 

37,689 




703,212 

- 

703,212 

- 

- 

37,689 

Total external loans 









Development Bank of South Africa 



7,722,951 

_ 

419,800 

7,303,151 

_ 

959,561 

Lease liability 



703,212 

- 

703,212 

- 

- 

37,689 


8,426,163 

- 

1,123,012 7,303,151 

- 

997,250 
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Analysis of property, plant and equipment as at 30 June 2014 
Cost/Revaluation Accumulated depreciation 


Opening 

Additions 

Disposals 

Transfers 

Revaluations 

Other changes. 

Closing 

Opening 

Disposals 

Transfers 

Depreciation 

Impairment loss 

Closing 

Carrying 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Land and buildings 






Land (Separate for AFS purposes) 
Landfill Sites (Separate for AFS 
pursoses) 

Quarries (Separate for AFS purposes) 
Buildings (Separate for AFS purposes) 

48,107,989 

3,076,745 20,806,166 

48,107,989 

23,882,911 

(172,009) 

(129,950) 

48,107,989 
(301,959) 23,752,961 


Infrastructure 


51,184,734 20,806,166 

71,990,900 

(172,009) 

(129,950) 

(301,959) 71,860,950 


Roads, Pavements & Bridges .... . ..... . ... 

Storm water .... . ..... . ... 

Generation .... . ..... . ... 

Transmission & Reticulation .... . ..... . ... 

Street lighting .... . ..... . ... 

Dams & Reservoirs .... . ..... . ... 

Water purification .... . ..... . ... 

Reticulation .... . ..... . ... 

Reticulation .... . ..... . ... 

Sewerage purification .... . ..... . ... 

Transportation (Airports, Car Parks, .... . ..... . ... 

Bus Terminals and Taxi Ranks) 

Housing .... . ..... . ... 

Waste Management .... . ..... . ... 

Gas .... . ..... . ... 

Other (fibre optic, WIFI infrastructur) .... . ..... . ... 

General 3,203,389,228 378,807 - - - 58,820,681 3,262,588,716 1,098,418,522) - - (183,330,052) - ;i, 281,748,574) 3,079,258,664 

3,203,389,228 378,807 - - - 58,820,681 3,262,588,716 1,098,418,522) - - (183,330,052) - 1 ,281 ,748,574) 3,079,258,664 

Community Assets 

Parks & gardens .... . ..... . ... 

Sportsfields and stadium .... . ..... . ... 

Swimming pools .... . ..... . ... 

Community halls .... . ..... . ... 

Libraries .... . ..... . ... 

Recreational facilities .... . ..... . ... 

Clinics .... . ..... . ... 

Museums & art galleries .... . ..... . ... 

General 299,092,716 2,397,644 - - - - 301,490,360 (66,331,034) - - (11,074,144) - (77,405,178) 290,416,216 

Social rental housing .... . ..... . ... 

Cemeteries .... . ..... . ... 

Fire, safety & emergency .... . ..... . ... 

Security and policing .... . ..... . ... 

Buses .... . ..... . ... 


299,092,716 2,397,644 - - - - 301,490,360 (66,331,034) - - (11,074,144) - (77,405,178) 290,416,216 
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Analysis of property, plant and equipment as at 30 June 2014 
Cost/Revaluation Accumulated depreciation 


Opening Additions Disposals Transfers Revaluations Other changes, Closing Opening Disposals Transfers Depreciation Impairment loss Closing Carrying 
Balance movements Balance Balance Balance value 

Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand 


Heritage assets 

Buildings 

Other 


Specialised vehicles 

Refuse 

Fire 

Conservancy 

Ambulances 

Buses 


Other property, plant and equipment 

General vehicles .... . ..... . ... 

Plant & equipment .... . ..... . ... 

Computer Equipment .... . ..... . ... 

Computer Software (part of computer .... . ..... . ... 

equipment) 

Furniture & Fittings .... . ..... . ... 

Office Equipment .... . ..... . ... 

Office Equipment - Leased .... . ..... . ... 

Abattoirs .... . ..... . ... 

Markets .... . ..... . ... 

Airports .... . ..... . ... 

Security measures .... . ..... . ... 

Civic land and buildings .... . ..... . ... 

Other buildings .... . ..... . ... 

Other land .... . ..... . ... 

Bins and Containers .... . ..... . ... 

Work in progress .... . ..... . ... 

General 16,790,748 5,666,530 (6,379,055) - - - 16,078,223 (22,926,905) - - (6,025,436) - (28,952,341) 10,052,787 

Other Assets - Leased .... . ..... . ... 

Surplus Assets - (Investment or .... . ..... . ... 

Inventory) 

Housing development .... . ..... . ... 

Other .... . ..... . ... 


16 , 790,748 5 , 666,530 ( 6 , 379 , 055 ) - - 16 , 078,223 ( 22 , 926 , 905 ) - - ( 6 , 025 , 436 ) ( 28 , 952 , 341 ) 10 , 052,787 
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Analysis of property, plant and equipment as at 30 June 2014 
Cost/Revaluation Accumulated depreciation 


Opening 

Additions 

Disposals 

Transfers 

Revaluations 

Other changes, 

Closing 

Opening 

Disposals 

Transfers 

Depreciation 

Impairment loss 

Closing 

Carrying 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Total property plant and equipment 


Land and buildings 

51,184,734 

20,806,166 

- 

71,990,900 

(172,009) 

(129,950) 

(301,959) 

71,860,950 

Infrastructure 

3,203,389,228 

378,807 

- 

58,820,681 3,262,588,716 

1,098,418,522) 

(183,330,052) 

- 1,281,748,574) 

3,079,258,664 

Community Assets 

Heritage assets 

299,092,716 

2,397,644 

- 

301,490,360 

(66,331,034) 

(11,074,144) 

(77,405,178) 

290,416,216 

Specialised vehicles 

Other property, plant and equipment 

16,790,748 

5,666,530 

(6,379,055) 

16,078,223 

(22,926,905) 

(6,025,436) 

(28,952,341) 

10,052,787 


3,570,457,426 29,249,147 

(6,379,055) 

58,820,681 3,652,148,199 1,187,848,470) 

(200,559,582) 

- 1,388,408,052) 3,451,588,617 


Agricultural/Biological assets 


Agricultural 
Biological assets 


Intangible assets 

Computers - software & programming 
Other 


Investment properties 








Investment property 

80,476,976 

4,644,711 

85,121,687 

(14,710,569) 

- 

(1,840,748) (16,551,317) 

83,280,939 


80,476,976 

4,644,711 

85,121,687 

(14,710,569) 

- 

(1,840,748) (16,551,317) 

83,280,939 

Total 








Land and buildings 

51,184,734 

20,806,166 

71,990,900 

(172,009) 

(129,950) 

(301,959) 

71,860,950 

Infrastructure 

3,203,389,228 

378,807 

58,820,681 3,262,588,716 

1,098,418,522) 

(183,330,052) 

- 1,281,748,574) 

3,079,258,664 

Community Assets 

Heritage assets 

Specialised vehicles 

299,092,716 

2,397,644 

301,490,360 

(66,331,034) 

(11,074,144) 

(77,405,178) 

290,416,216 

Other property, plant and equipment 
Agricultural/Biological assets 

16,790,748 

5,666,530 (6,379,055) 

16,078,223 

(22,926,905) 

(6,025,436) 

(28,952,341) 

10,052,787 

Intangible assets 

Investment properties 

80,476,976 

4,644,711 

85,121,687 

(14,710,569) 

■ 

(1,840,748) (16,551,317) 

83,280,939 


3,650,934,402 33,893,858 

(6,379,055) 

58,820,681 3,737,269,886 1,202,559,039) 

(200,559,582) 

(1,840,748) 1,404,959,369) 3,534,869,556 
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Analysis of property, plant and equipment as at 30 June 2013 
Cost/Revaluation Accumulated depreciation 


Opening 

Additions 

Disposals 

Transfers 

Revaluations 

Other changes. 

Closing 

Opening 

Disposals 

Transfers 

Depreciation 

Impairment loss 

Closing 

Carrying 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Land and buildings 







Land (Separate for AFS purposes) 
Landfill Sites (Separate for AFS 
pursoses) 

Quarries (Separate for AFS purposes) 
Buildings (Separate for AFS purposes) 

48,107,989 

880,283 

2,326,412 

48,107,989 

3,206,695 

(42,059) 

(129,950) 

48,107,989 
(172,009) 3,076,745 


Infrastructure 


48,988,272 

2,326,412 

51,314,684 

(42,059) 

(129,950) 

(172,009) 51,184,734 


Roads, Pavements & Bridges .... . ..... . ... 

Storm water .... . ..... . ... 

Generation .... . ..... . ... 

Transmission & Reticulation .... . ..... . ... 

Street lighting .... . ..... . ... 

Dams & Reservoirs .... . ..... . ... 

Water purification .... . ..... . ... 

Reticulation .... . ..... . ... 

Reticulation .... . ..... . ... 

Sewerage purification .... . ..... . ... 

Transportation (Airports, Car Parks, .... . ..... . ... 

Bus Terminals and Taxi Ranks) 

Housing .... . ..... . ... 

Waste Management .... . ..... . ... 

Gas .... . ..... . ... 

Other (fibre optic, WIFI infrastructur) .... . ..... . ... 

General 3,305,375,006 68,020,582 - - - 19,880,047 3,393,275,635 (908,532,115) - - (189,886,407) - ;i, 098,418, 522) 3,203,389,228 

3,305,375,006 68,020,582 - - - 19,880,047 3,393,275,635 (908,532,115) - - (189,886,407) - 1,098,418,522) 3,203,389,228 

Community Assets 

Parks & gardens .... . ..... . ... 

Sportsfields and stadium .... . ..... . ... 

Swimming pools .... . ..... . ... 

Community halls .... . ..... . ... 

Libraries .... . ..... . ... 

Recreational facilities .... . ..... . ... 

Clinics .... . ..... . ... 

Museums & art galleries .... . ..... . ... 

General 311,369,833 ... . . 311,369,833 (54,053,917) - - (12,277,117) - (66,331,034) 299,092,716 

Social rental housing .... . ..... . ... 

Cemeteries .... . ..... . ... 

Fire, safety & emergency .... . ..... . ... 

Security and policing .... . ..... . ... 

Buses .... . ..... . ... 


311,369,833 ... . . 311,369,833 (54,053,917) - - (12,277,117) - (66,331,034) 299,092,716 
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June 2014 


Analysis of property, plant and equipment as at 30 June 2013 
Cost/Revaluation Accumulated depreciation 


Opening Additions Disposals Transfers Revaluations Other changes, Closing Opening Disposals Transfers Depreciation Impairment loss Closing Carrying 
Balance movements Balance Balance Balance value 

Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand Rand 


Heritage assets 

Buildings 

Other 


Specialised vehicles 

Refuse 

Fire 

Conservancy 

Ambulances 

Buses 


Other property, plant and equipment 

General vehicles .... . ..... . ... 

Plant & equipment .... . ..... . ... 

Computer Equipment .... . ..... . ... 

Computer Software (part of computer .... . ..... . ... 

equipment) 

Furniture & Fittings .... . ..... . ... 

Office Equipment .... . ..... . ... 

Office Equipment - Leased .... . ..... . ... 

Abattoirs .... . ..... . ... 

Markets .... . ..... . ... 

Airports .... . ..... . ... 

Security measures .... . ..... . ... 

Civic land and buildings .... . ..... . ... 

Other buildings .... . ..... . ... 

Other land .... . ..... . ... 

Bins and Containers .... . ..... . ... 

Work in progress .... . ..... . ... 

General 21,486,107 361,307 - - - - 21,847,414 (17,870,239) - - (5,056,666) - (22,926,905) 16,790,748 

Other Assets - Leased .... . ..... . ... 

Surplus Assets - (Investment or .... . ..... . ... 

Inventory) 

Housing development .... . ..... . ... 

Other .... . ..... . ... 


21,486,107 361,307 - - - 21,847,414 (17,870,239) - - (5,056,666) (22,926,905) 16,790,748 
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June 2014 


Analysis of property, plant and equipment as at 30 June 2013 
Cost/Revaluation Accumulated depreciation 


Opening 

Additions 

Disposals 

Transfers 

Revaluations 

Other changes, 

Closing 

Opening 

Disposals 

Transfers 

Depreciation 

Impairment loss 

Closing 

Carrying 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Total property plant and equipment 


Land and buildings 

48,988,272 

2,326,412 

51,314,684 

(42,059) 

(129,950) 

(172,009) 

51,184,734 

Infrastructure 

3,305,375,006 

68,020,582 

19,880,047 3,393,275,635 

(908,532,115) 

(189,886,407) 

- 1,098,418,522) 

3,203,389,228 

Community Assets 

Heritage assets 

311,369,833 

; ; ; 

311,369,833 

(54,053,917) 

(12,277,117) 

(66,331,034) 

299,092,716 

Specialised vehicles 

Other property, plant and equipment 

21,486,107 

361,307 

21,847,414 

(17,870,239) 

(5,056,666) 

(22,926,905) 

16,790,748 


3,687,219,218 70,708,301 

19,880,047 3,777,807,566 (980,498,330) 

(207,350,140) 

- :i, 187, 848, 470) 3,570,457,426 


Agricultural/Biological assets 


Agricultural 
Biological assets 


Intangible assets 

Computers - software & programming 
Other 


Investment properties 


Investment property 

85,975,177 

- 

85,975,177 

(9,212,368) 

- 

(5,498,201) (14,710,569) 

80,476,976 


85,975,177 

. 

85,975,177 

(9,212,368) 

- 

(5,498,201) (14,710,569) 

80,476,976 

Total 








Land and buildings 

48,988,272 

2,326,412 

51,314,684 

(42,059) 

(129,950) 

(172,009) 

51,184,734 

Infrastructure 

3,305,375,006 

68,020,582 

19,880,047 3,393,275,635 

(908,532,115) 

(189,886,407) 

- 1,098,418,522) 

3,203,389,228 

Community Assets 

Heritage assets 

Specialised vehicles 

311,369,833 

- 

311,369,833 

(54,053,917) 

(12,277,117) 

(66,331,034) 

299,092,716 

Other property, plant and equipment 
Agricultural/Biological assets 

21,486,107 

361,307 

21,847,414 

(17,870,239) 

(5,056,666) 

(22,926,905) 

16,790,748 

Intangible assets 

Investment properties 

85,975,177 

. 

85,975,177 

(9,212,368) 

■ 

(5,498,201) (14,710,569) 

80,476,976 


3,773,194,395 70,708,301 

19,880,047 3,863,782,743 (989,710,698) 

(207,350,140) 

(5,498,201) 1,202,559,039) 3,650,934,402 
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June 2014 


Segmental analysis of property, plant and equipment as at 30 June 2013 
Cost/Revaluation Accumulated Depreciation 


Opening 

Additions 

Disposals 

Transfers 

Revaluations 

Other changes, 

Closing 

Opening 

Disposals 

Transfers 

Depreciation 

Impairment deficit 

Closing 

Carrying 

Balance 





movements 

Balance 

Balance 





Balance 

value 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Municipality 

Other/Air Transport 

4,936,013 

4,936,013 

(1,456,047) 

(1,456,047) 

3,479,966 


4,936,013 

4,936,013 

(1,456,047) 

(1,456,047) 

3,479,966 

Municipal Owned Entities 

Total 

Municipality 

4,936,013 

4,936,013 

(1,456,047) 

(1,456,047) 

3,479,966 


4,936,013 

4,936,013 

(1,456,047) 

(1,456,047) 

3,479,966 
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Segmental Statement of Financial Performance for the year ended 30 June 2014 
Prior Year Current Year 


Actual 

Actual 

Surplus 

Actual 

Actual 

Surplus 

Income 

Expenditure 

/(Deficit) 

Income 

Expenditure 

/(Deficit) 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 




Municipality 




58,955,488 

57,831,645 

1,123,843 Executive & Council/Mayor and Council 

73,727,183 

56,147,756 

17,579,427 

67,599,518 

49,233,599 

18,365,919 Finance & Admin/Finance 

53,244,067 

76,841,789 

(23,597,722) 

300,000 

821,170 

(521, 170) Planning and Development/Economic 

- 

1,746,569 

(1,746,569) 



Development/Plan 




7,083 

5,928 

1,155 Health/Clinics 

375 

7,803 

(7,428) 

303,620 

8,705,004 

(8, 401, 384) Comm. & Social/Libraries and archives 

187,664 

8,591,128 

(8,403,464) 

177,746 

6,132,335 

(5,954,589) Flousing 

5,917,395 

6,912,430 

(995,035) 

1,639,733 

9,035,470 

(7,395,737) Public Safety/Police 

1,458,499 

12,044,693 

(10,586,194) 

41,207 

21,294,740 

(21, 253, 533) Sport and Recreation 

31,679 

33,447,830 

(33,416,151) 

53,560,459 

78,467,993 

(24,907,534) Waste Water Management/Sewerage 

60,255,831 

68,703,375 

(8,447,544) 

25,914,594 

18,960,687 

6,953,907 Road Transport/Roads 

25,754,400 

20,456,059 

5,298,341 

138,670,636 

247,621,383 (108,950,747) Water/Water Distribution 

133,329,424 

256,101,379 (122,771,955) 

98,326,051 

61,676,264 

36,649,787 Electricity /Electricity Distribution 

97,338,205 

69,285,450 

28,052,755 

445,496,135 

559,786,218 (114,290,083) 

451,244,722 

610,286,261 (159,041,539) 



Municipal Owned Entities 

Other charges 




445,496,135 

559,786,21 8 (1 14,290,083) Municipality 

451,244,722 

610,286,261 (159,041,539) 

445,496,135 

559,786,218 (11 4,290,083) Total 

451,244,722 

610,286,261 (159,041,539) 
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June 2014 

Actual versus Budget(Revenue and Expenditure) for the year ended 30 June 

2014 


Current year Current year 


2013 

2013 


Act. Bal. 

Adjusted Variance 

Explanation of Significant Variances 


budget 

greater than 10% versus Budget 

Rand 

Rand Rand 

Var 


Revenue 

Service charges 

Rental of facilities and 
equipment 

Licences and permits 
Other income 1 

Other income 2 

Other income - (rollup) 
Interest received - 
investment 

Dividends received 

110,345,833 

701,365 

21,064 

281,573 

28,236 

17,396,898 

22,291,885 

29,974 

119,195,585 

812,685 

21,000 

468,198 

2,432,594 

19,906,606 

29,974 

(8,849,752) (7.4) 

(111,320) (13.7) 

64 0.3 

(186,625) (39.9) 

28,236 

14,964,304 615.2 

2 385 279 12.0 increase in debtors 


151,096,828 

142,866,642 

8,230,186 

5.8 

Expenses 





Personnel 

(133,615,119)(140,284,817) 

6,669,698 

(4,8) Correction between Personnel and Councillors 

Remuneration of 

(9,405,021) 

(9,482,651) 

77,630 

(0.8) Correction between Personnel and Councillors 

councillors 





Administration 

- 

(1,580,256) 

1,580,256 ; 

1 00.0) Cost saving drive 

Depreciation 

(263,680,281) 

(49,650,301)(214,029,980) 431.1 

Impairments 

(1,052,928) 

- 

(1,052,928) 

- 

Finance costs 

(1,041,053) 

(991,092) 

(49,961) 

5.0 

Debt impairment 

(57,167,595) 

(78,257,775) 

21,090,180 

(26.9) Increased payment ratio and previous year result in 





over budget 

Collection costs 

(763,607) 

(1,466,363) 

702,756 

(47.9) of debt collection contracter 

Repairs and maintenance 

(19,995,587) 

(13,461,804) 

(6,533,783) 

48.5 Due to unforseen expenditure 

- General 





Bulk purchases 

(52,561,888) 

(53,486,975) 

925,087 

(1.7) 

Contracted Services 

(7,259,404) 

(7,838,567) 

579,163 

(7.4) 

Grants and subsidies paid 

(3,876,829) 

(15,385,860) 

11,509,031 

(74.8) Non registration of indingents 

General Expenses 

(59,866,950) 

(52,683,710) 

(7,183,240) 

13.6 


(610,286,262)(424,570,171)(185,716,091) 

43.7 

Other revenue and costs 





Gain or loss on disposal 

(5,670,141) 

- 

(5,670,141) 

- 

of assets and liabilities 






(5,670,141) 

- 

(5,670,141) 

- 

Net surplus/ (deficit) for 

(464,859,575)(281,703,529)(183,156,046) 

65.0 

the year 
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Budget Analysis of Capital Expenditure as at 30 June 

2014 

Yearly Yearly 


Additions Revised Variance Variance Expianation of significant 
Budget variances from budget 

Rand Rand Rand % 


Municipaiity 


Executive & Council/Mayor and 

Council 

3 

3 

100 

Finance & Admin/Finance 

2,770 

2,770 

100 

Flousing 

330 

330 

100 

Public Safety/Police 

150 

150 

100 

Sport and Recreation 

400 

400 

100 

Waste Water 

7,114 

7,114 

100 

Management/Sewerage 

Road Transport/Roads 

6,000 

6,000 

100 

Water/Water Distribution 

70,413 

70,413 

100 

Electricity /Electricity Distribution 

150 

150 

100 



- 

87,330 

87,330 

100 

Municipai Owned Entities 






- 

87,330 

87,330 

100 


Other charges 
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Disclosures of Grants and Subsidies in terms of Section 123 MFMA, 56 of 2003 
June 2014 


Name of 

Name of organ of 


Quarterly Receipts 



Grants 

state or municipal 








entity 









Jun 

Sep 

Dec 

Mar 

Jun 

Jun 

MIG 

NATIONAL TREASURY 

26,323,000 

42,208,658 

- 

10,069,000 

- 

- 

FMG 

NATIONAL TREASURY 

1,550,000 

- 

- 

- 

- 

272,53f 

MSIG 

NATIONAL TREASURY 

890,000 

- 

- 

- 

- 

- 

EPWP 

FREE STATE 

PROVINCIAL 
DEPARTMENT OF 

PUBLIC WORKS 

700,000 

525,000 

525,000 



580,18^ 









DWA 

DEPARTMENT OF 
WATER AFFAIRS 

2,141,381 

4,469,857 

4,185,206 

3,456,283 

1,411,379 

2,141,38' 

COGTA 

DEPARTMENT OF 
COOPERATIVE 
GOVERNANCE AND 
TRADITIONAL AFFAIRS 

3,357,410 

500,000 


1,937,560 

5,000,000 

3,357,41( 











NATIONAL 

LOTTERY 

NATINAL LOTTERY 

- 

- 

- 

- 

1,000,000 

- 



- 

- 

- 

- 

- 

- 


34,961,791 47,703,515 4,710,206 15,462,843 7,411,379 6,351, 51( 


Note: A municipality should provide additional information on how a grant was spent per Vote. This excludes allocations from the Equitable Share. 
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Budgeted Financial Performance (revenue and expenditure by standard classification) 
for the year ended 30 June 2014 


2014/2013 


2013/2012 


Original 

Budget 

Budget 
Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

Final 

adjustments 

budget 

Shifting of 
funds (i.t.o. 
s31 of the 
MFMA) 

Virement 
(i.t.o. Council 
approved 
policy) 

Final Budget 

Actual 

Outcome 

Unauthorised 

expenditure 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Restated 

Actual 

Outcome as % Outcome as % 

unauthorised 

authorised in 

recovered 

Audited 

Outcome 

against 

Adjustments 

Budget 

of Final 
Budget 

of Original 
Budget 

expenditure 

terms of 
section 32 of 
MFMA 


Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Revenue - Standard 


Governance and administration 

Executive and council 
Budget and treasury office 
Corporate services 
Community and public safety 
Community and social services 
Sport and recreation 
Pubiic safety 
Housing 
Heaith 

Economic and environmental 

services 

Road transport 

Trading services 

Water 

Waste water management 
Waste management 

Total Revenue - Standard 


119,648,531 

253,942,192 

58,801,519 

117,478,169 

60,051,384 

127,188,561 

795,628 

9,275,462 

5,376,639 

6,590,139 

384,379 

788,879 

23,649 

56,649 

4,434,776 

4,704,776 

533,835 

1,039,835 

27,602,850 

55,207,200 

27,602,850 

55,207,200 

183,791,532 

357,600,296 

118,392,359 

231,392,782 

30,774,611 

56,944,126 

34,624,562 

69,263,388 

336,419,552 

673,339,827 


134,293,661 

58,676,650 

67,137,177 

8,479,834 

1,213,500 

404,500 

33,000 

270.000 

506.000 

27,604,350 

27,604,350 

173,808,764 

113,000,423 

26,169,515 

34,638,826 


336,920,275 



253,942,192 

117,478,169 

127,188,561 

9,275,462 

6,590,139 

788,879 

56,649 

4,704,776 

1,039,835 

55,207,200 

55,207,200 

357,600,296 

231,392,782 

56,944,126 

69,263,388 


673,339,827 


132,641,391 

73,727,183 

58,514,506 

399,702 

7,595,612 

187,664 

31,679 

1,458,499 

5,917,395 

375 

25,754,400 

25,754,400 

193,585,255 

133,329,424 

26,533,927 

33,721,904 



(121,300,801) 

(43,750,986) 

(68,674,055) 

(8,875,760) 

1,005,473 

(601,215) 

(24,970) 

(3,246,277) 

4,877,560 

375 

(29,452,800) 

(29,452,800) 

(164,015,041) 

(98,063,358) 

(30,410,199) 

(35,541,484) 


(313,763,169) 


52 

% 

63 

% 

46 

% 

4 

% 

115 

% 

24 

% 

56 

% 

31 

% 

569 

% 

DIV/0 

% 

47 

% 

47 

% 

54 

% 

58 

% 

47 

% 

49 

% 

53 

% 


99 

% 

126 

% 

87 

% 

5 

% 

626 

% 

46 

% 

96 

% 

540 

% 

1,169 

% 

DIV/0 

% 

93 

m 

93 

% 

111 

% 

118 

% 

101 

% 

97 

% 

107 

% 



126,714,746 

58,955,488 

67,922,101 

(162,843) 

2,169,389 

303,620 

41,207 

1,639,733 

177,746 

7,083 

26.214.594 

25.914.594 
192,231,095 

138,670,636 

26,575,981 

26,984,478 


347,329,824 
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Budgeted Financial Performance (revenue and expenditure by standard classification) 
for the year ended 30 June 2014 


2014/2013 


2013/2012 


Original 

Budget 

Final 

Shifting of 

Virement 

Final Budget 

Actual 

Unauthorised 

Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Restated 

Budget 

Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

adjustments 

budget 

funds (i.t.o. 
s31 of the 
MFMA) 

(i.t.o. Council 
approved 
policy) 


Outcome 

expenditure 

Actual 

Outcome 

against 

Adjustments 

Budget 

Outcome as % Outcome as % 
of Final of Original 

Budget Budget 

unauthorised 

expenditure 

authorised in 
terms of 
section 32 of 
MFMA 

recovered 

Audited 

Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Expenditure - Standard 

Governance and administration 

145,010,848 

129,679,920 

274,690,768 

274,690,768 

127,319,403 

(147,371,365) 

46 % 

88 % 

106,905,503 

Executive and council 

59,328,856 

59,411,677 

118,740,533 

118,740,533 

56,147,756 

(62,592,777) 

47 % 

95 % 

57,831,645 

Budget and treasury office 

37,894,016 

46,081,498 

83,975,514 

83,975,514 

33,865,787 

(50,109,727) 

40 % 

89 % 

20,152,559 

Corporate services 

47,787,976 

24,186,745 

71,974,721 

71,974,721 

37,305,860 

(34,668,861) 

52 % 

78 % 

28,921,299 

Community and public safety 

36,732,138 

34,637,927 

71,370,065 

71,370,065 

61,003,884 

(10,366,181) 

85 % 

166 % 

45,173,477 

Community and social services 

11,211,380 

9,774,377 

20,985,757 

20,985,757 

8,591,128 

(12,394,629) 

41 % 

77 % 

8,705,004 

Sport and recreation 

12,205,107 

10,532,848 

22,737,955 

22,737,955 

33,447,830 

10,709,875 

147 % 

274 % 

21,294,740 

Pubiic safety 

7,074,540 

9,708,522 

16,783,062 

16,783,062 

12,044,693 

(4,738,369) 

72 % 

170 % 

9,035,470 

Housing 

6,241,111 

4,622,180 

10,863,291 

10,863,291 

6,912,430 

(3,950,861) 

64 % 

111 % 

6,132,335 

Heaith 

- 

- 

- 

- 

7,803 

7,803 

DIV/0 % 

DIV/0 % 

5,928 

Economic and environmental 

46,182,508 

21,248,041 

67,430,549 

67,430,549 

22,202,628 

(45,227,921) 

33 % 

48 % 

19,781,857 

services 

Pianning and development 

1,858,732 

2,111,964 

3,970,696 

3,970,696 

1,746,569 

(2,224,127) 

44 % 

94 % 

821,170 

Road transport 

44,323,776 

19,136,077 

63,459,853 

63,459,853 

20,456,059 

(43,003,794) 

32 % 

46 % 

18,960,687 

Trading services 

181,255,573 

167,369,448 

348,625,021 

348,625,021 

324,804,755 

(23,820,266) 

93 % 

179 % 

326,089,376 

Water 

59,201,699 

92,002,043 

151,203,742 

151,203,742 

256,101,380 

104,897,638 

169 % 

433 % 

247,621,383 

Waste water management 

74,850,242 

37,721,035 

112,571,277 

112,571,277 

29,442,542 

(83,128,735) 

26 % 

39 % 

37,737,802 

Waste management 

47,203,632 

37,646,370 

84,850,002 

84,850,002 

39,260,833 

(45,589,169) 

46 % 

83 % 

40,730,191 


Total Expenditure - Standard 409,181,067 352,935,336 762,116,403 - - 762,116,403 535,330,670 - (226,785,733) 70 % 131% - - - 497,950,213 


Surplus/(Deficit) for the year 


(72,260,792) (16,515,784) (88,776,576) 


(88,776,576) (175,754,012) 


(86,977,436) 


198 % 


243 %l 


(150,620,389) 
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Setsoto Local Municipality 
Appendix G2 

Budgeted Financial Performance (revenue and expenditure by municipal vote) 
for the year ended 30 June 2014 


2014/2013 


2013/2012 


Original Budget 


Rand 


Budget Adjustments 
(i.t.o. s28 and s31 of the 
MFMA) 

Final 

adjustments 

budget 

Shifting of 
funds (i.t.o. 
s31 of the 
MFMA) 

Virement 
(i.t.o. Council 
approved 
policy) 

Final Budget 

Actual 

Outcome 

Unauthorised 

expenditure 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Restated 

Actual 

Outcome as % Outcome as % 

unauthorised 

authorised in 

recovered 

Audited 

Outcome 

against 

Adjustments 

Budget 

of Final 
Budget 

of Original 
Budget 

expenditure 

terms of 
section 32 of 
MFMA 


Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Revenue by Vote 


COUNCIL GENERAL (56,036,650) (124,869) (56,161,519) - (56,161,519) (72,337,1 83) (16,175,664) 129 % 1 29 % 

OFFICE OF THE MUNICIPAL (2,640,000) (2,640,000) (2,640,000) (1 ,390,000) 1,250,000 53 % 53 % 

MANAGER 


FINANCE (67,137,177) 7,085,793 (60,051,384) 

CORPORATE SUPPORT SERVICES (8,329,134) 7,679,569 (649,565) 

COMMUNITY SERVICES (36,030,226) (4,138,037) (40,168,263) 

TECHNICAL SERVICES (270,650,136) (7,535,218) (278,185,354) 

■ 

(60,051,384) (58,514,508) 

(649,565) (6,307,770) 

(40,168,263) (36,507,517) 

(278,185,354) (282,595,288) 

■ 

1,536,876 97 % 87% 

(5,658,205) 971 % 76 % 

3,660,746 91 % 101 % 

(4,409,934) 102 % 104 % 





Total Revenue by Vote (440,823,323) 2,967,238 (437,856,085) 

(437,856,085) (457,652,266) 

(19,796,181) 105 % 104% 




Expenditure by Vote to be 
appropriated 


COUNCIL GENERAL 

43,695,585 

5,530,373 

49,225,958 

49,225,958 

40,561,674 

(8,664,284) 

82 % 

93 % 

- 

- 

OFFICE OF THE MUNICIPAL 

MANAGER 

15,633,271 

(5,484,972) 

10,148,299 

10,148,299 

15,623,861 

5,475,562 

154 % 

100 % 

- 

- 

FINANCE 

37,894,016 

7,583,602 

45,477,618 

45,477,618 

45,206,071 

(271,547) 

99 % 

119 % 

- 

- 

CORPORATE SUPPORT SERVICES 

51,599,288 

(25,483,334) 

26,115,954 

26,115,954 

31,170,747 

5,054,793 

119 % 

60 % 

- 

- 

COMMUNITY SERVICES 

82,559,291 

(9,488,357) 

73,070,934 

73,070,934 

84,695,341 

11,624,407 

116 % 

103 % 

- 

- 

TECHNICAL SERVICES 

262,379,412 

(41,885,423) 

220,493,989 

220,493,989 

345,371,820 

124,877,831 

157 % 

132 % 

- 

- 

Total Expenditure by Vote 

493,760,863 

(69,228,111) 

424,532,752 

424,532,752 

562,629,514 

138,096,762 

133 % 

114 % 

- 

- 


Surplus/(Deficit) for the year 


(934,584,186) 


72,195,349 (862,388,837) 


(862,388,837) 1,020,281,780) I 


(157,892,943) 


118 % 


109 %l 
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Setsoto Local Municipality 
Appendix G3 

Budgeted Financial Performance (revenue and expenditure) 
for the year ended 30 June 2014 


2014/2013 


2013/2012 



Original Budget 

Rand 

Budget 
Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

Rand 

Final 

adjustments 

budget 

Rand 

Shifting of 
funds (i.t.o. 
s31 of the 
MFMA) 

Rand 

Revenue By Source 





Property rates 

26,809,043 

36,867,102 

63,676,145 

. 

Service charges - electricity revenue 

60,323,000 

58,403,627 

118,726,627 

- 

Service charges - water revenue 

42,674,000 

42,674,000 

85,348,000 

- 

Service charges - refuse revenue 

17,955,000 

17,955,000 

35,910,000 

- 

Service charges - other 

224,112 

162,958 

387,070 

- 

Rentai of facilities and equipment 

734,200 

812,685 

1,546,885 

- 

interest earned - external investments 

30,600,000 

19,906,606 

50,506,606 

- 

interest earned - outstanding debtors 

- 

- 

- 

- 

Dividends received 

- 

29,974 

29,974 

- 

Fines 

270,000 

4,450,275 

4,720,275 

. 

Licences and permits 

12,000 

21,000 

33,000 

- 

Transfers recognised - operationai 

241,722,000 

253,672,066 

495,394,066 

- 

Other revenue 

19,499,968 

2,900,792 

22,400,760 

- 

Gains on disposal of PPE 

- 

- 

- 

- 

Total Revenue (excluding capital 

440,823,323 

437,856,085 

878,679,408 

- 


transfers and contributions) 


Virement 
(i.t.o. Council 
approved 
policy) 


Rand 



Final Budget 


Rand 


63,676,145 

118,726,627 

85.348.000 

35.910.000 
387,070 

1,546,885 

50,506,606 

29,974 

4,720,275 

33,000 

495,394,066 

22,400,760 


878,679,408 


Actual 

Outcome 


Rand 


Unauthorised 

expenditure 


Rand 


Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Actual 

Outcome as % Outcome as % 

unauthorised 

authorised in 

recovered 

Outcome 

against 

Adjustments 

Budget 

of Final 
Budget 

of Original 
Budget 

expenditure 

terms of 
section 32 of 
MFMA 


Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Restated 

Audited 

Outcome 


Rand 


33,441,460 
53,965,353 
39,175,401 
17,050,976 
154,102 
701,365 
2,902,981 
19,388,904 
29,974 
1,428,150 
21,064 
270,948,426 
17,706,707 
(5,670,141 ) 


451,244,722 


(30,234,685) 

53 % 

(64,761,274) 

45 % 

(46,172,599) 

46 % 

(18,859,024) 

47 % 

(232,968) 

40 % 

(845,520) 

45 % 

(47,603,625) 

6 % 

19,388,904 

DIV/0 % 

- 

100 % 

(3,292,125) 

30 % 

(11,936) 

64 % 

(224,445,640) 

55 % 

(4,694,053) 

79 % 

(5,670,141) 

DIV/0 % 


(427,434,686) 51 % 


125 

% 

89 

% 

92 

% 

95 

% 

69 

% 

96 

% 

9 

% 

DIV/0 

% 

DIV/0 

% 

529 

% 

176 

% 

112 

% 

91 

% 

DIV/0 

% 


102 % 



33,194,514 

53,457,491 

33,159,107 

14,921,965 

191,769 

88,316 

2,311,523 

28,483,501 

28,114 

1,643,313 

7,849 

273,373,394 

4,795,019 

(159,741) 


445,496,134 
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Setsoto Local Municipality 
Appendix G3 

Budgeted Financial Performance (revenue and expenditure) 
for the year ended 30 June 2014 

2014/2013 2013/2012 


Original Budget 

Budget 
Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

Final 

adjustments 

budget 

Shifting of 
funds (i.t.o. 
s31 of the 
MFMA) 

Virement 
(i.t.o. Council 
approved 
policy) 

Final Budget 

Actual 

Outcome 

Unauthorised 

expenditure 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Restated 

Actual 

Outcome as % Outcome as % 

unauthorised 

authorised in 

recovered 

Audited 

Outcome 

against 

Adjustments 

Budget 

of Final 
Budget 

of Original 
Budget 

expenditure 

terms of 
section 32 of 
MFMA 


Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Expenditure By Type 


Employee related costs 

123,034,776 

140,284,817 

263,319,593 

263,319,593 

133,615,119 

(129,704,474) 

51 % 

109 % 

. 

130,717,267 

Remuneration of councillors 

9,079,405 

9,482,651 

18,562,056 

18,562,056 

9,405,021 

(9,157,035) 

51 % 

104 % 

- 

8,520,412 

Debt impairment 

53,328,128 

78,257,775 

131.585.903 

131,585,903 

57,167,595 

(74,418,308) 

43 % 

107 % 

- 

70,597,892 

Depreciation & asset impairment 

164,918,096 

49,650,301 

214.568.397 

214,568,397 

264,733,209 

50,164,812 

123 % 

161 % 

- 

213,940,384 

Finance charges 

1,880,000 

991,092 

2,871,092 

2,871,092 

1,041,053 

(1,830,039) 

36 % 

55 % 

- 

1,265,372 

Bulk purchases 

54,000,000 

53,486,975 

107,486,975 

107,486,975 

52,561,888 

(54,925,087) 

49 % 

97 % 

- 

48,436,867 

Contracted services 

5,500,000 

7,838,567 

13,338,567 

13,338,567 

7,259,404 

(6,079,163) 

54 % 

132 % 

- 

5,653,064 

Transfers and grants 

15,665,000 

15,385,860 

31,050,860 

31,050,860 

3,876,829 

(27,174,031) 

12 % 

25 % 

- 

8,178,319 

Other expenditure 

66,355,458 

74,722,133 

141,077,591 

141,077,591 

80,626,144 

(60,451,447) 

57 % 

122 % 

- 

72,476,642 

Total Expenditure 

493,760,863 

430,100,171 

923,861,034 

923,861,034 

610,286,262 

(313,574,772) 

66 % 

124% 

- 

559,786,219 


Surplus/(Deficit) 


(52,937,540) 7,755,914 (45,181,626) 


(45,181,626) (159,041,540)1 


(113,859,914) 


352 % 


300 %l 


(114,290,085) 


Surplus/(Deficit) after capital 
transfers & contributions 


(52,937,540) 7,755,914 (45,181,626) 


(45,181,626) (159,041,540) 


(113,859,914) 


352 % 


300 %l 


(114,290,085) 


Surplus/(Deficit) after taxation 

Surplus/(Deficit) attributable to 
municipality 

Surplus/(Deflcit) for the year 


(52,937,540) 7,755,914 (45,181,626) 


(45,181,626) (159,041,540)1 


(113,859,914) 352 % 


300 %l 


(114,290,085) 


(52,937,540) 7,755,914 (45,181,626) 


(45,181,626) (159,041,540)1 


(113,859,914) 352 % 


300 %| 


(114,290,085) 


(52,937,540) 7,755,914 (45,181,626) 


(45,181,626) (159,041,540)1 


(113,859,914) 352 % 


300 %l 


(114,290,085) 
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Setsoto Local Municipality 
Appendix G4 

Budgeted Capital Expenditure by vote, standard classification and funding 
for the year ended 30 June 2014 


2014/2013 


2013/2012 


Capital expenditure - Vote 
Multi-year expenditure 
Single-year expenditure 


Original Budget 

Budget 
Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

Final 

adjustments 

budget 

Shifting of 
funds (i.t.o. 
s31 of the 
MFMA) 

Virement 
(i.t.o. Council 
approved 
policy) 

Final Budget 

Actual 

Outcome 

Unauthorised 

expenditure 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Restated 

Actual 

Outcome as % Outcome as % 

unauthorised 

authorised in 

recovered 

Audited 

Outcome 

against 

Adjustments 

Budget 

of Final 
Budget 

of Original 
Budget 

expenditure 

terms of 
section 32 of 
MFMA 


Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Page 114 



Setsoto Local Municipality 
Appendix G4 

Budgeted Capital Expenditure by vote, standard classification and funding 
for the year ended 30 June 2014 

2014/2013 2013/2012 


Original Budget 

Budget 
Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

Final 

adjustments 

budget 

Shifting of 
funds (i.t.o. 
s31 of the 
MFMA) 

Virement 
(i.t.o. Council 
approved 
policy) 

Final Budget 

Actual 

Outcome 

Unauthorised 

expenditure 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Variance of 

Actual 

Actual 

Reported 

Expenditure 

Balance to be 

Restated 

Actual 

Outcome as % Outcome as % 

unauthorised 

authorised in 

recovered 

Audited 

Outcome 

against 

Adjustments 

Budget 

of Final 
Budget 

of Original 
Budget 

expenditure 

terms of 
section 32 of 
MFMA 


Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Capital Expenditure - Standard 

Governance and administration 

2,102,500 

2,772,500 

4,875,000 

4,875,000 

(4,875,000) 

% 

- % 

914,451 

Executive and council 

2,500 

2,500 

5,000 

5,000 

(5,000) 

- % 

- % 

118,654 

Budget and treasury office 

2,100,000 

2,300,000 

4,400,000 

4,400,000 

(4,400,000) 

- % 

- % 

662,767 

Corporate services 

- 

470,000 

470,000 

470,000 

(470,000) 

- % 

DIV/0 % 

133,030 

Community and public safety 

2,000,000 

880,000 

2,880,000 

2,880,000 

(2,880,000) 

- % 

- % 

139,540 

Sport and recreation 

1,000,000 

400,000 

1,400,000 

1,400,000 

(1,400,000) 

- % 

- % 

5,000 

Pubiic safety 

. 

150,000 

150,000 

150,000 

(150,000) 

- % 

DIV/0 % 

105,860 

Housing 

1,000,000 

330,000 

1,330,000 

1,330,000 

(1,330,000) 

- % 

- % 

. 

Economic and environmental 

1,000,000 

6,000,000 

7,000,000 

7,000,000 

(7,000,000) 

- % 

- % 

361,570 

services 

Road transport 

1,000,000 

6,000,000 

7,000,000 

7,000,000 

(7,000,000) 

% 

- % 

361,570 

Trading services 

73,387,000 

77,527,359 

150,914,359 

150,914,359 

(150,914,359) 

- % 

- % 

2,475,664 

Water 

72,387,000 

70,413,000 

142,800,000 

142,800,000 

(142,800,000) 

- % 

- % 

2,447,219 

Waste water management 

- 

6,089,359 

6,089,359 

6,089,359 

(6,089,359) 

- % 

DIV/0 % 

. 

Waste management 

1,000,000 

1,025,000 

2,025,000 

2,025,000 

(2,025,000) 

- % 

- % 

28,445 

Total Capital Expenditure - Standard 

78,489,500 

87,179,859 

165,669,359 

165,669,359 

(165,669,359) 

% 

- % 

3,891,225 


Funded by: 
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Setsoto Local Municipality 

Appendix G5 

Budgeted Cash Flows 

for the year ended 30 June 2014 


2014/2013 


2013 


Original 

Budget 

Final 

Final Budget 

Actual 

Variance of 

Actual 

Actual 

Restated 

Budget 

Adjustments 
(i.t.o. s28 and 
s31 of the 
MFMA) 

adjustments 

budget 


Outcome 

Actual 

Outcome 

against 

Adjustments 

Budget 

Outcome as % Outcome as % 
of Final of Original 

Budget Budget 

Audited 

Outcome 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 

Rand 


Cash flow from operating activities 










Ratepayers and other 

440,823,323 

711,464,731 

1,152,288,054 

1,152,288,054 

751,749,797 

(400,538,257) 

65 % 

171 % 

745,671,369 

Government - operating 

- 

253,672,066 

253,672,066 

253,672,066 

270,948,426 

17,276,360 

107 % 

DIV/0 % 

273,373,394 

Interest 

- 

19,906,606 

19,906,606 

19,906,606 

22,291,885 

2,385,279 

112 % 

DIV/0 % 

30,795,023 

Dividends 

- 

29,974 

29,974 

29,974 

29,974 

- 

100 % 

DIV/0 % 

28,114 

Suppliers and employees 

658,678,958 

496,127,424 

1,154,806,382 

1,154,806,382 

874,266,151 

(280,540,231) 

76 % 

133 % 

780,455,175 

Finance charges 

- 

991,092 

991,092 

991,092 

1,041,053 

49,961 

105 % 

DIV/0 % 

1,265,372 

Transfers and Grants 

- 

15,385,860 

15,385,860 

15,385,860 

3,876,829 

(11,509,031) 

25 % 

DIV/0 % 

8,178,319 

Net cash flow from/used operating 

1,099,502,281 

1,497,577,753 

2,597,080,034 

2,597,080,034 

1,924,204,115 

(672,875,919) 

74 % 

175 % 1,839,766,766 

activities 










Cash flow from investing activities 










Proceeds on disposal of PPE 

. 

. 

. 

. 

(5,670,141) 

(5,670,141) 

DIV/0 % 

DIV/0 % 

(159,741) 

Decrease (increase) other non-current 
receivables 

- 

- 

- 

- 

(1,294) 

(1,294) 

DIV/0 % 

DIV/0 % 

(3,573) 

Decrease (increase) in non-current 
investments 

- 

- 

- 

- 

392,422 

392,422 

DIV/0 % 

DIV/0 % 

249,917 

Capital assets 

78,489,500 

81,799,859 

160,289,359 

160,289,359 

(3,973,426) 

(164,262,785) 

(2)% 

(5)% 

(1,485,300) 

Net cash flow from/used investing 
activities 

78,489,500 

81,799,859 

160,289,359 

160,289,359 

(9,252,439) 

(169,541,798) 

(6)% 

(12)% 

(1,398,697) 

Cash flow from financing activities 










Borrowing long term/refinancing 

. 

. 

. 

. 

(1,123,012) 

(1,123,012) 

DIV/0 % 

DIV/0 % 

(2,093,444) 

Increase (decrease) in consumer 
deposits 

* 

* 

* 

■ 

40,970 

40,970 

DIV/0 % 

DIV/0 % 

73,255 

Net cash flow from/used financing 
activities 

- 

- 

- 

- 

(1,082,042) 

(1,082,042) 

DIV/0 % 

DIV/0 % 

(2,020,189) 

Net increase/(decrease) in cash held 

1,177,991,781 

1,579,377,612 

2,757,369,393 

2,757,369,393 

1,913,869,634 

(843,499,759) 

69 % 

162 % 1,836,347,880 

Cash/cash equivalents at the year 
begin: 





32,172,094 




6,808,224 

Cash/cash equivalents at the year 
end: 

1,177,991,781 

1,579,377,612 

2,757,369,393 

2,757,369,393 

1,946,041,728 

(843,499,759) 

71 % 

165 % 
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